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. 3323 AND H. R. 8862, TO AMEND THE ATOMIC 
ENERGY ACT OF 1946 


WEDNESDAY, JUNE 2, 1954 


CONGRESS OF THE UNITED STATES, 
Jornt ComMItTrree oN Atomic ENnerecy, 
Washington, D.C. 

The joint committee met, pursuant to call, at 10 a. m., in the caucus 
room, Old House Office Building, Hon. Sterling W. Cole (chairman 
of the committee) presiding. 

Present: Representatives Cole, Hinshaw, Van Zandt, Patterson, 
Durham, Holifield, and Price; Senators Hickenlooper, Knowland, 
Anderson, and Pastore. 

Professional staff members : Corbin C. Allardice, executive director ; 
Walter Hamilton, George Norris, and Francis P. Cotter. 

Chairman Corr. The committee will be in order. 

The committee has met again this morning to continue its con- 
siderations of revision of the Atomic E nergy Act. It is not generally 
known, I think, that the committee and the committee staff “has been 
working on this matter since February of this year. For several 
weeks the committee spent a great deal of time in preparing a bill for 
consideration by the Congress, by the Commission, by other Govern- 
ment agencies. That bill was introduced by me in the House and by 
the vice chairman, Senator Hickenlooper, in the Senate, having desig- 
nations of H. R. 8862 and 8. 3323. 

After the bill had been introduced for a relatively short period of 
time, executive hearings were held with the Commission, representa 
tives of the Department of State, the Department of Defense, and then 
later on public hearings were conducted, and in all of those hearings 
criticisms were voiced, suggestions were made, with the result that 
H. R. 8862 was revised to meet many of the objections. The revised 
edition of H. R. 8862 has again been transmitted to the agencies of 
Government, including the Atomic Energy Commission, and it is for 
that purpose that we have met this morning renewing the open meet- 
ings of this committee for further consideration of H. R. 8862, as 
revised. 

The first of the Government agencies to be heard at this series of 
hearings is the Atomic Energy Commission, since that is the agency 
of Government more directly involved and vitally interested, and 
which will have the major responsibility of administering whatever 
law the Congress finally enacts. 

The Chair understands that the Chairman of the Commission, Mr. 
Strauss, is not able to be present at the opening, at least, of this meet- 
ing, and, therefore, not able to present the Commission’s statement. 
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So in his absence, the senior member of the Commission, Dr. Smyth, 
willdoso. We will be glad to hear from you. 


STATEMENT OF THE ATOMIC ENERGY COMMISSION, REPRESENTED 
BY LEWIS L. STRAUSS, CHAIRMAN; COMMISSIONERS HENRY D. 
SMYTH, THOMAS E. MURRAY, EUGENE M. ZUCKERT, AND JOSEPH 
CAMPBELL; K. D. NICHOLS, GENERAL MANAGER; WILLIAM 
MITCHELL, GENERAL COUNSEL; H. L. PRICE, DEPUTY GENERAL 
COUNSEL; AND EDWARD R. TRAPNELL 


Dr. Smyru. Thank you, Mr. Cole. 

Chairman Coz. Before you start, let me suggest it occurs to me 
that for the sake of orderly procedure and sequence in the record that 
we allow the Commission statement to be presented in full, with the 
members of the committee making such notes as they way want to from 
time to time upon which to base questions of the Commissioner or any 
member of the Commission after the Commission statement has been 
completed. 

Now proceed, Dr. Smyth. 

Dr. Smytru. Mr. Chairman, the Atomic Energy Commission strong- 
ly supports the bills H. R. 8862 and S. 3323 to amend the Atomic 
Energy Act. These bills as revised in the committee print of May 21, 
1954, substantially meet all of the objectives of the President’s message 
of February 17, 1954, to the Congress recommending changes in the 
act designed to strengthen the defense and economy of the United 
States and of the free world. They also make a number of other 
important changes in the act which we are happy to support. There 
are a few provisions which we would like to see modified and we shall 
mention these later. 

After referring briefly to the recommendations contained in the 
President’s message of February 17, I propose to provide some back- 
ground for the bills by describing in general terms the present status 
of the national atomic-energy program with respect to power, the pro- 
gram of development which we have planned, and the probable course 
of reactor development over the years ahead. I will then comment on 
the more important provisions of the bills as we see them. 

In his February 17 message, the President recommended changes in 
the law to permit cooperation with other nations in certain atomic- 
energy matters under appropriate safeguards. On the military side 
he recommended a relaxation of the information control provisions 
to permit communication to our allies of certain information relating 
primarily to the military use of atomic weapons. On the peacetime 
side he recommended a grant of authority to furnish certain informa- 
tion and materials to other nations to help them develop peaceful 
industrial applications of atomic energy. The pending bills are 
designed to carry out these recommendations with respect to inter- 
national cooperation. We believe that these amendments will sub- 
stantially contribute to world peace, will strengthen our own national 
defense and the defense and economy of the free world, and will assure 


the continued leadership of the United States in the atomic-energy 
field. 
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The President also recommended changes designed to encourage 
private participation in this country in the development of peaceful 
industrial applications of atomic energy. The important components 
of legislation in this area are (1) author ity for private manufacture, 
ownership and operation of facilities producing or utilizing fissionable 
material, under necessary safeguards and licensing systems adminis- 
tered by the Atomic Energy Commission, (2) authority to make fis- 
sionable material available for private use, subject to appropriate 
safety and security regulations, and (3) liberalization of the patent 
provisions of the act. The pending bills would carry out the basic 
objectives of the President’s message in this area. 

Finally, the President recommended certain changes relating to 
control of information to provide a positive program for the control 
and dissemination of restricted data which would encourage more 
active scientific research and development, broaden private participa- 
tion in the development of peaceful applications of atomic energy, 
and more effective conduct of the atomic-energy program and related 
programs of the Department of Defense. The bills, by and large, 

carry out the objectives of the President’s program in this field. 

Other portions of the bills would contribute toward a sounder and 
more effective administration of the atomic-energy program and to 
the tightening of its security. 

Representative Hourrrety. Mr. Chairman, before the gentleman 
proceeds further 

Chairman Corr. Were you going to ask a question ? 

Representative Horirrecp. I was going to ask you a question. 

Chairman Corr. I only wanted to reiterate what I had said before 
you came in, Mr. Holifield, expressing the hope that for the sake of an 
orderly record that the Commission’s statement will be completed 
before we engage in interrogation. I repeat that now for your 
information. 

Representative Hoitrretp. Do you mean that the witness be allowed 
to read this 108-page document without any questioning during the 
course of the reading ? 

Chairman Corr. Reserve the questioning until the end of the 
presentation. 

Representative Hourrrerp. I would like to say this much: That I 
asked for this statement yesterday, asked for it again today, and as 
I understand, it was only furnished to the committee at 5 minutes 
before 10 this morning. Now how do you expect members of this 
committee to know what is in this statement or to be able to question 
or to retain in their minds the questions that are involved here in a 
108-page statement until the end of it, until it is read ? 

Chairman Corr. I assume they will know much more about the 
statement after it has been read than they will before it has been 
presented, and I assume that every member of the committee is able 
to make notes of questions that occur to each member as the statement 
is being read and can revert to the portion of the Commission’s state- 
ment to which questions might be raised. 

Representative Horirietp. Of course, anyone can do that. 

Chairman Core. I have not seen the Commission’s statement either. 

Representative Horrrretp. I am not saying you have seen it, but the 
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point is this: Here we are presented with a 108-page statement on a 
complicated and technical bill. We are presented with it in public 
without any time to study it beforehand to find out what is in it or 
to formulate a list of sensible and pertinent questions, and we are 
supposed to sit here silent while 108 pages are read, and then try to 
remember or go back and try to reconstruct the reasoning in a series 
of questions. It seems like to me that is a very poor way to operate 
on a complicated bill such as this. 

Chairman Cote. It may be a poor way to operate, but it certainly 
is the customary way to operate. Never in my experience, which is 
a number of years, has the statement of a Government witness ever 
been presented to the committee in advance so that the committee or 
the members of the committee have an opportunity to study it and 
digest it before it is presented. The procedure we are following this 
morning is the usual procedure. It may not satisfy the gentleman 
from California, but it is the procedure that will be followed. 

Representative Houirie.p. If that is, of course, the will of the chair- 
man, I will abide by it, but I want to say this: That this is a mighty 
important bill, this is important testimony. I note there is not a quo- 
rum present. There has not been a quorum present so far. I am not 
going to make a point of no quorum at this time, but here is a bill that 
may well be the most importanf bill that will be considered by this Con- 
gress and we do not have a quorum present. We have not had a quo- 
rum present during the whole consideration of this bill. I want the 
record to so show. I will not make a point of no quorum because it 
would stop consideration of this bill if I did. 

Chairman Corr. If the gentleman did not make a point of order of 
no quorum when there was not a quorum present, why does he reserve 
it until now ¢ 

Representative Hovirtetp. The gentleman knows I mentioned to 
him several times that there was not a quorum. I am not making a 
point of it. 

Chairman Corr. The mention was not in the record. 

Representative Hoirreip. It is now and it is going to be every day 
from now on, because this is an important bill. 

Chairman Cotz. Very well. You may proceed, Dr. Smyth. 

Dr. Smyru. Part II, Status of the Reactor Program. 

Now, I believe that before discussing the bills in detail it would be 
helpful to the committee if we took the time to describe in general 
terms the present status of the national atomic-energy program with 
respect to power and the program of development which we have 
planned. Then we want to outline the probable course of reactor de- 
velopment over the years ahead. We believe a perspective on the pro- 
gram as it exists today, the state of the art of reactor development, 
and the problems still to be solved, is necessary to a public understand- 
ing of the objectives of the pending legislation. 

This Nation has spent about $10 billion on atomic energy. 

With this money, we have gained a high state of preparedness 
against aggression. 

We have developed weapons, tested and stockpiled them, and 
adapted the nuclear-weapon principle to meet many of the require- 
ments of our military forces. 
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We have built costly and complex manufacturing plants to pro- 
duce the explosive for these weapons and the fuel for reactors. 

We have provided a supply of raw materials. 

We have built research facilities, acquired research and development 
equipment, and established strong research institutions. 

Less than one-tenth of the total which has been spent has been spent 
on the nonmilitary aspects of atomic energy, or on the facilities for 
research. 


DA CHA Tt 


Sere. 


; We have reached the point at which we must expand the volume 

of work in the field of the constructive peacetime uses of the atom. 
We should continue to spend public funds for the constructive and 

peacetime uses of the atom. 

; But we must also take steps to assure the fullest possible use of 

; the great body of data which has been built up by the expenditure 

| of public funds. 


lor reasons for which I make no apology and in which every Ameri- 
can, yes, every citizen of the free world, can take satisfaction, the 
military application of atomic energy has forged far ahead of its in- 
dustrial application. 

One purpose of this legislation is to begin to reduce that lag. We 
must, if we are to keep faith with the ideals of our country and the 
iq hopes and ambitions of the American people, look forward to the 
|i day when the contribution of atomic energy to the maintenance of 
veace will be as great or greater than its effect as a deterrent to war. 
With the permission of the committee, I should like to quote liber- 
i ally from the unclassified text of a report on the reactor development 

program, prepared at the request of the joint committee and sub- 
| mitted in March of this year. A review of the projects described in 
} this report will, we hope, serve to make clear the nature and mag- 





nitude of the developmental problems confronting us. The 4-to-6- 
year schedule of the reactor-development program should also make 
clear the point that we must get on with the solution to these problems. 
: Excerpt from unclassified text of the Atomic Energy Commission 
report to the Joint Committee on Atomic Energy on program pro- 
; posed for developing nuclear powerplant technology : 
: The Atomic Energy Commission program for the development of nuclear 
; powerplant technology is based on a five-way approach to the problem of attain- 
; ing economically competitive power from nuclear fuels. 
This program, which involves 1 full-scale experimental powerplant, already 
underway, and 4 prototype or pilot-size power-reactor projects, was described in 


; detail in a classified report recently submitted to the joint committee. 
! The Commission plan calls for a developmental effort, including five different 
: types of experimental power-reactor systems in the civilian power-reactor field. 
: It is expected to take from 4 to 6 years to carry out the program. 
\@ All the reactor development expenditures have produced a large amount of 
technology applicable to the design and construction of civilian industrial nuclear 
powerplants. Many studies by the Atomic Energy Commission and its contrac- 
tors made on the basis of this technology lead to a program of research, develop 
if ment, construction, and operation of reactors along 5 major technical approaches : 
| (1) Pressurized water, which calls for the building of the country’s first 
full-scale nuclear powerplant, the pressurized water reactor, now under devel- 
i opment by Westinghouse Electrie Corp. This plant’s power output will total 
about 264,000 kilowatts of heat from which the plant will produce at least 60,000 
kilowatts of electricity net, net including power for operating auxiliary equip- 
ment. 
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(2) Boiling water, which explores further the concept of boiling water in a 
reactor to create steam for the turbine directly. This concept appears promis- 
ing according to preliminary experiments by Argonne National Laboratory. 

Representative Horirimeip. Mr. Chairman, I make a point of order 
against the type of testimony that is being presented here this morn- 
ing. It is not on the bill. It is speatennty an attempt to make a 
report on the whole philosophy of the atomic energy project. It 
should have been made, according to the McMahon Act, as a result 
of the provisions of section 7 (b), which required a report to the 
President and to the Congress long before this. This is evidently an 
attempt to substitute at this time a report to take the place of the 
7 (b) report as far as I can see. And over half of the statement, past 
page 50—I have gone that far—is devoted to a general report on the 
atomic energy projects, and it has nothing at all to do with the bill 
at hand. It is not section-by-section analysis or comment of the 
Commission on the bill, and I make a point of order against this type 
of testimony. 

Chairman Cote. The Chair overrules the point of order. You may 
proceed, Doctor. 

Representative Hoxrrretp. Let us have a vote on that, Mr. Chair- 
man. 

Chairman Cotx. The Chair has ruled. All right. 

Representative Horrrrmeitp. Does the Chair refuse to have a vote 
on the point of order? 

Chairman Corts. It is not up to me. _ 

Representative Hoxrirrerp. I appeal the chairman’s ruling on the 
point of order. 

Chairman Corr. Those in favor of supporting the ruling of the 
Chair will signify —— 

Representative Durnam. May I inquire, Mr. Chairman, before I 
vote on this, does not this take up the provisions of the measure later 
on? 

Dr. Smytu. Yes, sir. 

Representative Horirrerp. What page does it start on? 

Dr. Smyru. Page 54, Mr. Holifield. 

Representative Price. It looks like the statement of the gentleman 
from California was fairly accurate then. 

Representative Hortrretp. The Commission has had _ several 
months, in fact a couple of years, to present this kind of a report. We 
have been asking for it both vocally and by letter. 

Chairman Corr. Now they are offering it to you and you do not 
want it. 

Representative Horirrmeirp. We have the report and can read and 
study it at our leisure, but there is no use in imposing on the time of 
the committee with 50 pages of philosophy. 

Chairman Core. If it is the will of the committee not to hear the 
presentation of the Commission, I am ready to hear the decision of the 
committee. It is certainly not my decision. Those who are in favor 
of permitting the Commission 

Senator Pasrorr. Mr. Charman, could Dr. Smyth explain at this 
point whether or not what he is reading now is actually a report that 
is required under the law, or whether this is a predicate upon which 
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he is basing his recommendations further on in his presentation to 
the committee ¢ 

Dr. Smyru. Senator Pastore, we felt to outline the general status of 
the program was an appropriate introduction to the discussion of the 
bill and an appropriate explanation of why we were endorsing the 
bill. 

Senator Pastore. I see. In other words, there is no attempt on 
your part at this moment to make a report as prescribed by the law; 
this is merely a predicate upon which you are discussing the sections 
of the bill. 

Dr. Symru. That is correct. 

Senator Pastore. And you are leading up to it? 

Dr. Smyrx. That is correct. 

Representative Horirreip. Let me ask the gentleman, the witness, 
if the Commission is preparing the report called for by section 7 (b) 
and that has been been asked for by the chairman of this committee 
by letter. Is there such a report being prepared for the committee ? 

Dr. Smytu. Not in just that form, Mr. Holifield. 

Representative Hoxtrrerp. Not in that form. Is this substan- 
tially the material you have been preparing on that report over the 
past few months? 

Dr. Smytu. Some of it is. Some of it actually is very similar to 
some material that I have used in two speeches. 

Representative Hoxiirretp. And you have given consideration to 
giving a report according to the request of the members and the chair- 
man of the committee in the past, have you ? 

Dr. Smyru. Yes; we have considered, Mr. Holifield. 

Representative Hontrietp. Why has not that report been given to 
us in advance of the legislation which you requested ? 

Dr. Smytu. The7 (b) report, Mr. Holifield ? 

Representative Hottrietp. That is right. 

Dr. Smytu. So-called. Well, in the first place, if you recall, we 
concluded that it was not appropriate, that the point had not been 
reached in the technical development where the 7 (b) report was 
appropriate. 

Representative Hotirietp. Do you think that point has been reached 
now ¢ 

Dr. Smytrn. Not in the sense that it is stated in the law, Mr. 
Holifield, no. 

Representative Hotirmenp. Then this is not a report in the sense 
of the report called for by 7 (b) ? 

Dr. Smyru. No, sir. 

Representative Horirmip. But you said it was substantially the 
same as the material you have attempted to prepare for 7 (b), did you 
not ? 

Dr. Smyru. Not for the 7 (b) report, as such, Mr. Holifield. I 
think we all agreed that was not appropriate at this time. 

Senatore Pastore. Could we not prevail upon Representative Holi- 
field to withhold his motion until we get a little deeper into this and 
see where we are going? I think we are all really speculating on 
what is to come. I have found it interesting thus far and I would 
like to hear more about it. That is my personal opinion. Could he 
not withhold his request ? 
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Representative Houirretp. I am willing to withhold. I just rather 
think that you have given us a report here. Over half of this docu- 
ment, at least half of it, is in the nature of the report called for in 
7 (b), without admitting that it is such, that it is the nature of the 
type of report called for in7 (b). It is a little bit out of place right 
at this time when we are seeking testimony on a very complicated bill 
which has over a hundred sections in it. I will withdraw my point of 
order. 

Chairman Core. I confess my inability to appreciate the viewpoint 
of the gentleman from California who has been insisting upon the 
Commission presenting a 7 (b) report, or an interim 7 (b). Now, 
when the Commission comes down with information and data com- 
parable or similar to a7 (b) report or interim 7 (b) report, he does not 
want it. I fail to appreciate just what he does want. 

Representative Hotirrevp. I might say that that is not exactly my 
position. The report under 7 (b) was to be submitted to the Presi- 
dent, and the President, in turn, was to submit it to the Congress; and 
now this is being submitted in lieu of that type of report directly to 
the committee in open hearings and in conjunction with a piece of 
legislation. So that my objection is not to getting a report but to 
the manner in which it is being handled. 

Chairman Coie. The procedure, rather than the substance of the 


report. 

Piaoeed Doctor. 

Dr. Smyru. Perhaps I should go back to the beginning of the para- 
graph on boiling water reactors, which is another approach, I will 
recall to you, to this whole problem: 


(2)-Boiling water, which explores further the concept of boiling water in a 
reactor to create steam for the turbine directly. This concept appears promising 
according to preliminary experiments by Argonne National Laboratory. An 
experimental boiling water reactor, with an output of 20,000 kilowatts of heat 
and 5,000 kilowatts of electricity, will be fabricated after the necessary research 
and development. 

(3) Sedium graphite, which is along the line of extensive investigations by 
North American Aviation, Inc., for the Atomic Energy Commission. A sodium 
reactor experiment, to produce 20,000 kilowatts of heat and not be equipped 
with a turbogenerator, will be the first reactor of the sodium-graphite type. 

(4) Fast breeder, which will take the net steps in developing a practical power 
reactor that will also breed new fissionable material, that is, produce as much 
as it consumes or more. Research and development will continue; an expert- 
mental breeder reactor No. 2, producing 62,500 kilowatts of heat, is to be built 
as a scale-up from the original experimental breeder reactor, that is the so- 
called EBR, which has an output of only 1,400 kilowatts. This first EBR 
demonstrated breeding on a very small scale and produced the country’s first 
power from nuclear fuel in token amounts and on an experimental, uneconomic 
basis. Argonne National Laboratory is the developer of both breeder reactors. 

(5) Homogeneous, which will further the development of reactors containing 
fuel in a water solution. First, homogeneous reactor experiment No. 2, with an 
output of 5,000 kilowatts of heat, will be fabricated as a scale-up from the 
1,000-kilowatt first homogeneous reactor experiment, the country’s second nuclear 
power plant, located at Oak Ridge National Laboratory. Like EBR No. 1, HRE 
No. 1 is a very small, uneconomic, experimental powerplant. <A turbogenerator 
and a chemical processing plant are included in the homogeneous reactor No. 2. 
Next, homogeneous thurium reactor is projected as a scale-up to 65,000 kilowatts 
of heat with the addition of production of uranium 233 from thorium. Turbo- 
generator and chemical processing plants for the liquid fuel and for the thorium 
blanket are included. Considerable research and development will be necessary 
for both reactor projects. 
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In addition to these major projects, the Atomic Energy Commission plans to 
continue its program of general research and development in exploration of 
other types of reactors on which less work has been done, and to advance tech- 
nology in such fields as reactor physics, radiation effects on materials, shielding, 
fuel elements and their materials, instrumentation and control, coolants, and 
heat transfer. These general investigations also include the recovery of 
uranium, plutonium, and thorium from used fuel, treatment and disposal of 
highly radioactive reactor wastes, and utilization of the radioactive fission 
products of the wastes. 

Plans also call for continuing the military programs. In the past, submarine 
and airplane reactor research and development, construction, and operations have 
made valuable contributions toward the development of civilian nuclear power, 
and it is reasonable to expect additional contributions from these sources in the 
future. 

The program outlined calls for financing primarily by the Government. Except 
for the pressurized water reactor, it consists of small, experimental reactors. All 
these units will produce technical and cost information which will make possible 
more accurate evaluation of the future of nuclear power. It is hoped that the 
new technology will encourage industry to take over an increasing share of the 
financing of further research and development and to consider with increasing 
favor the actual construction of pilot or full-scale powerplants. The progress 
of this program and the extent and growth of industrial effort will assist in 
determining the course of future work. 

Consisting largely of small, experimental reactors, the program is designed to 
provide a foundation upon which future work toward industrial nuclear power 
can be undertaken by Government or industry. It is based on the assumption 
that the law will be changed to make industrial participation in reactor develop 
ment more attractive. 

Thus the program implements the Atomic Energy Commission Statement of 
Policy on Nuclear Power Development, issued May 26, 1953, which recognized a 
responsibility of the Commission to continue research and development in this 
(nuclear power) field and to promote the construction of experimental reactors 
which appear to contribute substantially to the power reactor art and constitute 
useful contributions to the design of economic units. 

The statement also expressd the conviction of the Commission that progress 
toward economic nuclear power can be further advanced through participation 
in the development program by qualified and interested groups outside the Com 
mission. 

The public hearings of the Joint Committee on Atomic Energy in the summer 
of 1953 brought out the fact that the cost of developing competitive nuclear power 
is at the present time too great for industry to carry. However, a number of 
industrial firms are already sharing in certain research and development projects 
with the Atomic Energy Commission, and others are financing their own studies 
of reactor technology. Private financing thus far has been only a small fraction 
of total reactor development costs. 

Economic evaluations by the Commission and its contractors show that the 
probability of producing electricity from nuclear fuel at a cost competitive with 
electricity from coal, oil, or gas is good. The estimates generally indicate that 
if the goal of economic nuclear power is pursued with vigor, costs can be brought 
down—in an established nuclear power industry—until the cost of electricity 
from nuclear fuel is about the same as the cost of electricity from conventional 
fuels, and this within a decade or two. This does not mean that such low-cost 
nuclear power will be obtained from the very first plants which might be built 
but that it may well come from succeeding plants which, as a result of the 
experience with the first, it should be possible to construct and operate more 
economically. 

At the same time it should be remembered that even the program outlined 
may not be sufficient to determine conclusively whether power can be produced 
cheaply enough from nuclear fuel to be of general use. There are five different 
types of reactors in the program, because it has not yet been learned which is 
the ideal or even the best choice. It will require all the ingenuity of the Aomie 
Energy Commission staff, the Commission’s contractors, and private industry 
working together to get costs down, but it is reasonable to assume that even 
tually this will be done. 

Though the estimates which have been made are the best that can be obtained 
at the present time, they are merely paper evaluations and are subject to con 
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siderable uncertainty. Architect-engineering work has not yet been done for 
a full-scale industrial nuclear powerplant. The estimates will become more 
dependable as the development program improves technology and results in 
more detailed plans and specifications. 

Assumptions on which the costs are estimated include reasonably conventional 
location of nuclear plants, not location on large exclusion areas. Neither real- 
estate prices for large exclusion areas near customers nor the cost of long- 
distance transmission from remote areas can be borne if competitive costs are 
to be attained. 

The reactor-development program will be reviewed annually in the light of 
accomplishment during the preceding year, and revised as necessary. Results 
sought in research and development cannot be guaranteed to be within estimated 
expenditure. Also, some technical avenues may turn out to be more promising, 
others less promising, than they now appear. 

The problem of developing nuclear reactors for the economic generation of 
electric power is largely one of reducing costs for capital investment and fuel. 

The capital cost of a nuclear plant must be reduced considerably below esti- 
mates based on current technology. The “per kilowatt cost” of a nuclear power- 
plant that can be built today or in the very near future will be perhaps several 
times the “per kilowatt cost” of a conventional plant of the same power output. 

For practical nuclear powerplants of the future, a construction cost goal of 
$50 to $70 per kilowatt of heat, roughly equivalent to about $200 per kilowatt 
of electricity, is sought. Then the cost of constructing a nuclear plant will be 
about the same as for a conventional plant. 

The basic hope for making nuclear power competitive rests on the possibility 
of making the fuel very inexpensive—certainly bringing its cost below 3 mills 
per kilowatt-hour of electricity, which is about the average cost of fuel for 
conventional power. 

To achieve this low fuel cost, technical advances sought include— 

(1) Higher burnup per fuel cycle, that is, burning more fuel before it 
must be removed from the reactor for chemical processing. Alloying offers 
one possibilty for reducing radiation damage so that fuel elements will last 
longer and withstand higher burnup. 

(2) Lower cost of chemically processing and fabricating fuel elements. 
Partial processing without complete removal of radioactivity is attractive. 
Simple methods of fabricating this mildly radioactive material are being 
investigated. 

(3) Higher thermal efficiency, that is, conversion of a larger percentage 
of heat energy into electrical energy. Achievement depends on higher 
reactor temperature. The first pioneering nuclear plants have low effi- 
ciencies—17 percent for the experimental breeder reactor No. 1 and 14 per- 
cent for the homogeneous reactor experiment No. 1. Design concepts for 
large water-cooled plants provide substantially higher figures, while esti- 
mates for full-scale liquid metal reactors approach 35 percent, which is 
approximately the efficiency of large, new conventional powerplants. 

In addition to reducing fuel costs, the program is aimed at developing types 
of reactors and modes of operation safe enough to make large exclusion areas 
unnecessary. 

What I have just read describes the Atomic Energy Commission 
program of work toward economically competitive power from nuclear 
fuel. This program will, of course, be subject to our obtaining appro- 
priations in the usual manner for particular projects as we go along. 
It is our hope that industry will continue to share in financing these 
research and development projects with the Atomic Energy Commis- 
sion to an increasing degree. After private industrial activity has 
become well established under the opportunities for broadened indus- 
trial participation which these bills would create, it may be possible 
for the Government to reduce its own reactor research and develop- 
ment in this field. 

You will recall that at last summer’s hearings before this committee, 
Mr. Strauss discussed the Commission’s statement of policy on nuclear 
power development made earlier in the year. In that connection he 
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stated that he was not prepared to rule out the possibility of plants 
which are designed to produce weapons-grade plutonium as a by- 
product of power, and he pointed out that at the Commission’s policy 
statement was not intended to preclude such dual-purpose plants as a 
possibility so much as to emphasize the greater desirability of plan 
which are economically justified in terms of power production alia 

During the past month we have been giving some hard study to the 
policy problem of the extent to which the development of power 

eactors designed also to produce plutonium should be encouraged. 
In this regard it should be emphasized that most power reactors will 
produce some fissionable material, and under the terms of this bill 
the Commission would establish a fair price for paying for the mate- 
rial produced. We recently authorized the Gener: al Manager to con 
duct exploratory discussions with industrial groups interested in the 
development of such types of power reactors that would also produce 
fissionable material, and further to eC s with these groups tenta- 
tive price schedules on which they would base their studies and possible 
proposals. If these studies indicate that we would n nodify our policy, 
it is our purpose to elicit the best p ssible proposition fe r the con- 
struction of such a reactor by private industry, utilizing privately 
raised capital. If the best proposition appears feasible, taking both 
short-term and longer term military requirements into consideration, 
we would propose to go forward with such an arrangement. The bill 
would, we believe, give us the basic authority to accomplish this. If, 
in addition, Federal funds are necessary, we would seek the necessary 
appropriations. Thereafter, other attractive industry proposals might 
be considered for antane at appropriate intervals until military 
needs are met. Under the terms of the bill we would also give con- 
sideration, at the cial iate time, to meeting the needs for ultimate 
power and other industrial applications. 

Chairman Cote. Dr. Smyth, in view of the fact that you have col- 
leagues here and you have been speaking for near ly three-quarters of 
an hour, I thought I should at least inte rrupt and give you the oppor- 
tunity of deciding whether you want to continue or to ask one of your 
associates to take over. 

Dr. Smyrru. Mr. Cole, I had expected to read this just until Mr. 
Strauss arrived. He is here. I think it would be entirely appropri- 
ate for him to take over, although I would be glad to relieve him later 
again if he wishes. 

Chairman Cortez. I doubt even if he will want to give the entire state- 
ment. It seems to me this would be a very apt opportunity for us to 
observe the teamwork of the Commission, and it might be divided 
among you. However, you can handle it any way you want to. 

Mr. Srravss. Mr. Murray will take over. 

Chairman Cotz. Mr. Murray, I hope you have strong endurance 
and lung power. 

Mr. Mvrray. Probable course of industrial development of eco- 
nomic nuclear power— 

In considering the proposed legislation, I think certain essential 
factors must be clearly recognized, namely : 

1, That nuclear power is not yet an economic reality in the compet- 
itive cost sense, and 
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That the big job of driving costs down to levels competitive with 
conventional electric energy can best be accomplished by joint effort 
of both industry and Government as a working team. 

Now in order to gage the size of the cooperative effort and the addi- 
tional legislative author ity required to establish a new atomic power 
industry, we should look ‘ahead—as judic iously as we can—over the 
next 10 to 20 years to visualize what the probable course of develop- 
ment will be and what economic benefits seem likely to come with 
competitive nuclear power. No one, of course, can say with any as- 
surance now how long it will take and how much effort will actually be 
needed to convert the present technical feasibility of nuclear power 
into future economic reality. Nor can anyone foresee now the shape 
of industrial development and the extent of benefits that may come 
from economic nuclear power. 

These are strictly speculative subjects, about which there are cer- 
tainly wide ranges of opinion. Yet, they are worth considering be- 
cause the major changes in the basic legislation presuppose the desir- 
ability of accomplishing economic nuclear power soon, establishing a 
new source of electric energy, and doing this in the traditional frame- 
work of free, competitive enterprise. 

You will not think it presumptuous of me then if I were to state at 
length the results of our preliminary thinking and speculation on the 
probable pattern of industrial development and economic benefits. 
The results of our speculation are, of course, transient and replete with 
broad guesses, plausible presumptions and personal judgments. I 
hope no one, therefore, will take these comments as either predictions 
or considered judgments. They are neither. They are simply some 
working ideas presented to illustrate what may be in store, if nuclear 
power becomes economically worthwhile. 

In summary fashion these are, I feel, the key factors of national in- 
terest over the next 20 years or more in achieving and applying eco- 
nomic nuclear power : 

First is the matter of time. We are only now in the development 
stage. We have not yet reached the phase of competitive, commercial 
application. ‘This is some years ahead. As I mentioned earlier, the 
5-year reactor program submitted to the committee is aimed at making 
competitive nuclear power a reality. If the goal is accomplished, our 
feeling is that only a small number of full-se cale privately owned and 
oper: ated power reactors are likely to be on the line before 1965—in 
other words over 10 years from now. Faster introduction may be 
possible, but without extraordinary measures of Government assist- 
ance, which we are not recommending, this time scale seems reasonable 
on economic grounds. 

Second is the Nation’s future ener gy-resource base. In the United 
States, the mounting demands for energy in all forms, the unpredicta- 
ble long-term supply of fuels now in use (particularly oil and natural 
gas), and the limited number of remaining major hydroelectric sites, 
make the mastering of a new source of energy an essential goal. (In 
many other countries, where fuel for generating electricity is not 
available locally or is nearing depletion, the need for a new, economical 
energy source is even more pressing than in the United States.) 

The principal effect of realizing economic power from nuclear fuel 
will be to establish a strong restraining force against the pressures 
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toward higher cost of power owing to rising fuel costs. Any savings 
which use of nuclear power might bring over present power costs, 
particularly in high-cost areas, would be valuable, but the prime con- 
tributions of nuclear power would be to help hold power costs clown, 
to provide a new source of energy to meet, and perhaps help stimulate, 
rising demands in the last quarter of the century, and thus to assure 
that adequate electric power is available at reasonable rates to sustain 
continued national growth and well-being. 

Third, we must consider what economically competitive nuclear 
power means in the United States, compared with other forms of 
energy, and how large the market for it may be. 

Reduction of costs of generating nuclear power is the key to emerg 
ing nuclear power in the next 20 years, or as long as fossil fuels remain 
cheap and abundant in this country. Unless generating costs can be 
brought down to about 8 mills per kilowatt-hour, by successful devel- 
opment work and operating experience of industry and Government, 
nuclear power would find little market on economic grounds in the 
United States. Even at a level of about 8 mills, the market would be 
confined to regions with high power costs, but these relatively high-cost 
regions might provide locations for the first competitive nuclear power- 
pla ants. To become wide ly competitive with efficient new steam-elec- 
tric plants in the United States, nuclear power-generating costs would 
have to be reduced to the range of 4 to 7 mills per kilowatt-hour. 
Achieving such cost levels is not certain at this state in development, 
but the probability of success is good. 

Fourth is the question of displacement and impact on existing 
plants, labor, and capital investment. This is chiefly a matter of tim- 
ing and the extent of cost reduction within the competitive range. 

If cost reductions to the 4 to 7 mills per kilowatt-hour range are 
accomplished, say by 1965-70, several million kilowatts of nuclear 
powerplant capacity could be placed in service by 1975. Projections 
of United States power demand by the Paley Commission indicate that 
total demand for electricity in 1975 will be about 1,400 billion kilowatt- 
hours, an increase of some 900 billion kilowatt-hours from present 
levels. (See chart I.) In such growth of generating capacity, from 
nearly 100 million kilow: atts now to about 300 million kilowatts in 
1975, tens of millions of kilowatts of nuclear power capacity could 
be absorbed without displacing any existing capacity. 

The actual share of the increasing demand for electricity in the 
United States which may be supplied by nuclear power by 1975 will be 
directly affected by many factors, including the progress of the de- 
velopment effort, the level of costs achieved, and acceptance by indus- 
try. We believe that nuclear power can supply a portion of the 
growth of electric generating capacity. The Commission’s staff has 
prepared earn showing results of nuclear power development at a 
moderate rate (2 percent of total electrical energy needed in 1975) 
and at a rather ‘ apid rate (10 percent of total electrical energy needed 
in 1975). Today, no one can predict whether nuclear power in 1975 
will represent 10 percent, 2 percent, or some other share of United 
States electrical output. But these illustrations indicate the scale that 
might be achieved if development is pushed successfully. 

The gradual integration of nuclear power into the Nation’s elec- 
trical energy generating industry is not likely to be accompanied by 
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significant dislocations. Even with nuclear power, consumption of 
coal for generating electricity is expected to triple by 1975, and de- 
mands on coal and on oil and natural gas in other industries and do- 
mestic uses will far outweigh any share of their market met by nuclear 
power. 

Heavy power-consuming industries (such as aluminum and other 
electroprocess industries) may find nuclear energy to have major di- 
rect significance, provided generating costs can be brought down to the 
low 4- to 5-mills level. The result then would be not to compete with 
present low-cost hydroelectric or gas-fueled power, but to enable con- 
tinued growth as additional low-cost gas or hydroelectric sources 
become no longer available. 

Fifth, nuclear fuel has certain technical characteristics that can 
vield strategically and economically unique benefits. 

The development of nuclear power can make special contributions 
to the national security and welfare. Existing differentials in energy 
cost between regions might be reduced, the availability and geograph- 
ical dispersion of supplemental sources of nuclear w eapons materials 
might be assured in wartime, and dependence of electric-power gen- 
eration in vital areas on vulnerable fuel-transportation facilities would 
be redue ed. 

Finally, we must consider the possibilities of nuclear power in for- 
eign countries. In mi iny countries energy sources are scanty, more 
costly, or more nearly depleted than in the United States. The eco- 
nomic benefits of nuclear power in some foreign countries thus may 
appear earlier and be more pervasive than initially in the United 
states. 

Industrially underdeveloped countries, whose future economic 
growth is being hampered by inadequate or high-cost fuels and elec- 
tric energy, might benefit significantly if the technical and financial 
problems can be overcome. For the industrially advanced nations, 
encountering difficulty in continuing to secure adequate supplies of 
cheap fuel and electric energy in the face of diminished reserves and 
mounting costs for local or imported fuel, nuclear-power development 
may prove to be a key element in future industrial growth. 

The International Atomic Energy Agency proposed by President 
Eisenhower in his speech of December 8, 1953, before the United 
Nations General Assembly, offers a route whereby both industrially 
developed and underdeveloped nations can find help to overcome the 
technical and other barriers to the utilization of economic nuclear 
power. Progress of the United States in its development program, 
therefore, will be significant for other nations as well as the United 
States. 

Now, if I may, I would like to elaborate on some of these points, and 
others as well, which seem to warrant further comment. I shall de- 
vote special attention to the possible market for nuclear power to 1975, 
the economic effects on other fuels, on future electric-energy supply, 
on employment opportunities, and the possible effect of peacetime 
atomic energy on our basic institutions. 


EFFECT ON OUR INSTITUTIONS 


At present, atomic energy is a Government-owned industry. This 
departure from the normal pattern of industrial enterprise in the 
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country was not undertaken capriciously or with intent to alter ou 
institutions. It was deemed necessary to cope with the unique and 
unfamiliar characteristics of atomic energy and because its products 
then went almost entirely into our military arsenals. Continuance 
of complete Government dominance into the 29 riod of major peace- 
time applications, involving as it would a basic change in the funda- 
mental roles of Government and of private ienliebiduale and firms, 
could produce a change in our society «s significant in its way as any 
that might accrue from the technical velty of nuclear power. 

In order that the principal effect of realizing nuclear power may be 
to confirm and strengthen rather than to change our economic insti- 
tutions and our way of life, we believe that nuclear power as it be- 
comes economically attractive, should be integrated into the existing 
power economy of the Nation; that nuclear power should be produced 
and distributed by the private and public power systems and not by 
the Commission. 

The potentialities of atomic energy continue to be attended by 
problems of control which call for an unusual degree of Federal par- 
ticipation. Nevertheless, we are confident that the inescapable res- 
trictions and safeguards which society must impose on the utilization 
of atomic energy can be made consistent with allowing freedom of 
initiative to power producers; that the special pro blems of atomic 
energy can, without risk to security or safety and without unfair ad 
vantage to any group be reconciled with the proper roles of industry 
and Government as conceived in this country. 

The legislation which has been proposed has as its objective, as 
we see it, not only drawing on the skill and resources of American 
industry, but also integrating atomic energy with the established 
institutions of the Nation. Its provisions call for recognition of 
private ownership qualified only by the reservations necessary to pro- 
tect the national security and the public health and safety and 
assure that the advantageous position of individuals and firms already 
in the program is not a bar to widening future participation by 
others 

Obtaining full participation of the Nation’s electric-energy pro- 
ducers and equipment manufacturers in the development and prod 1e- 
tion of nuclear power is, in our judgment, the best way of securing 
the maximum return on the public investment in this phase of the 
atomic energy program. ‘The accumulated scientific and technical 
knowledge, as well as the accumulated stockpile of fissionable ma 
terials, now in the hands of the Government, are a national re 
source. Putting this resource to work, through continued Govern- 
ment development wliere necessary, and through private industry, to 
strengthen the economy—to create power for industry and homes, 
open up jobs, create new sources of revenue—will most quickly and 
surely achieve and spread its benefits. 


TIME SCALE FOR REALIZATION OF ECONOMIC NUCLEAR POWER 


Ultimate solution of the long and difficult problems standing in 
the way of economical nuclear power cannot be safely disassociated 
from the assistance iudustry is prepared to give. The reactor pro 
gram would be in serious danger, in our judgment, if accomplishment 
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of competitive atomic-power costs were dependent solely upon the 
efforts of scientists and technicians in Government-owned facilities. 
The contributions of industry, sparked by the profit incentive, should 
be particularly great at the present stage of development where 
the task is to cut costs by experienced engineering and managerial 
judgment. 


While the problems referred to will be difficult and costly to solve, 


their solution is foreseeable if they are attacked vigorously. Indeed, 
recent analysis of the potentialities of several different reactor power- 

plant designs indicates that, when reactors no longer require abnormal 
development costs and when costs of manufacturing nuclear plant 
equipment have been reduced, several reactor systems have a good 
chance of producing power at from 4 to 7 mills per kilowatt-hour 
in large 300,000 kilowatt plants. Such costs would be well within 
the range of existing generating costs. 

Achieving such costs may be a matter of 10 to 20 years, and assumes 
operating and manufacturing experience, as well as successful design 
and testing. The first central station size reactor plant, recently 
authorized, will generate power at several times the 4 to 7 mill range. 

The period until nuclear power becomes an economical competitor 
with traditional fuels and is chosen for this purpose by manage- 
ment, will be of indeterminate length. When this period will end 
will depend largely upon the degree of effort which is expended in 
Government and indusiry. If the effort is great enough, the develop- 
ment period will be as short as technologic al progress and its assimila 
tion by power producers and equipment manufacturers will permit. 
If the effort lags, we may not see economic nuclear power until the 
last quarter of this century. 

But the achievements of 10 years in the atomic-energy program 
to date make it possible to assume that after 10 years nuclear power 
will begin in the mid-1960’s to be available from new nuclear plants 
at costs comparable to those to be encountered with new conventional 
plants in the higher cost power areas of the Nation. 

This initial period of 10 years, we may also assume, will be pe 
cient not only for the accumulation of operating and cost data from 
the reactors in the current development program, but also for the 
financing, design, engineering, and construction of the first group of 
power -produci ing reactors. 

The reactors which will produee this power at 7 mills per kilowatt- 
hour or less are likely to be 100,000 kilowatts of electrical generating 
capacity or larger. Small reactors—below 50,000 kilowatts and down 
to the 10,000 to 5,000 kilowatt range—are technically feasible, but are 
less likely to become sources of competitive central station power, 
since unit costs of generating power will be harder to bring down to 
competitive levels. Reactors of small size are most apt to come into 
use as package plants for isolated or strategic sites. In response to 
military interest, the Commission is now investigating the possibility 
of obtaining a fixed price bid to construct a small nuclear power plant 
as the prototype of a package powerplant. Costs of power from such 
small reactors in time may ‘be reduced to the level necessary for them 
to find a market outside of special strategic applications. 
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THE MARKET FOR NUCLEAR POWER 


Reduction in the cost of nuclear power is the key to its place in our 
economy in the next 2 or 3 decades. Present energy sources, though 
not unlimited, are capable of meeting our expanding needs for energy 
for many years barring the unpredictable demands of war. After 
the deve ‘lopme nt per lod, nuclear power will have to earn its way under 
competitive conditions. The Paley commission, which foresaw a 
doubling of all United States energy requirements in the 25 years 
from 1950 to 1975 (see chart II), and more than a trebling in con- 
sumption be met with little or no increase in real costs, provided all 
conventional energy resources are used advantageously. 

But beyond 1975, the picture is more uncertain; it may be that 
approaching exhaustion of other energy sources will make atomic 
energy an indispensable alternate and make cost differences measured 
in 1 or 2 mills quite unimportant. Coal in the United States is 
abundant, but its cost and quality cannot be expected to remain at 
present levels in the face of indicated increases in demands of industry 
and utilities. Proved reserves of oil and gas are only 12 and 27 times 
present annual consumption respectively, and in recent years the 
United States has drawn on imports for part of its petroleum supply. 

Speculations about the future differ as to the exact timing and 
severity of the shortage of fuels; but there is no dispute that we are 
using them at a faster and faster rate. United States annual con- 
sumption of the primary sources of energy—fossil fuels, wood, and 
waterpower—quadrupled during the first half of the 20th century 
and is expected to double again before 1975. The energy potentially 
available in the world’s recoverable reserves of uranium has been esti- 
mated as perhaps 23 times the energy from world reserves of fossil 
fuels—petroleum, natural gas, and coal. 

Consumption of fuels in the United States, for all purposes, is 
expected to rise sharply between now and 1975: Coal, from 522 million 
tons in 1950 to 815 million in 1975; oil, from 2.4 billion barrels to 5.0 
billion: and natural gas from 6.3 trillion cubie feet to 15.0 trillion, 

The fluid fuels, oil and natural gas, now furnish the major part of 
our total energy requirements, and by 1975 the proportion may be as 
high as 70 percent if supply permits. Demands on this scale, accom- 
panied by gradually rising prices, might mean that oil from shales 
or synthetic fluids from coal would become competitive within the 
next 20 years. Such demands may not lead to early exhaustion of 
our energy resources, but they seem likely to affect in varying degrees 
the cost of fuels more so for gas and oil than for coal. Coal reserves 
are ample to meet projected consumption far beyond 1975, but rapidly 

rising rates of consumption may require us to turn in the last quarter 
of the century to higher cost and lower quality coal. 

In the face of the mounting pressure on our present energy sources, 
mastering of a new and potentially very large source cannot prudently 
be deferred. 

The rapidly expanding market for fuels for the generation of elec- 
tricity and other purposes, and the time required for nuclear power 
development, should allay fears that competing fuels, particularly 
coal, may be hurt by the entry of nuclear power into the market. The 
contribution that nuclear power can reasonably be expected to make 
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toward total requirements for electric power by 1975 would do no 
more than moderate the already rapidly rising demand for conven- 
tional fuels. 

Because fuel supplies to meet the future generation of electricity 
may have to be doubled or trebled, at the same time that demands on 
fuel for other purposes (he: iting, vehicles, manufacture, etc.) are also 
rising sharply, nuclear power is not a threat to the existing sanebat 
for other fuels. Continually rising amounts of coal will be needed to 
supply electric generating facilities already in operation when nuclear 
power first becomes competitive and to fuel the larger share of new 
plants for an indefinite time thereafter. 

Within the period until 1975, nuclear fuel can expect vigorous com- 
petition from other fuels for generation of electricity, and the market 
for nuclear power will be limited chiefly by the comparative cost at 
which it is available. To see just how important reduction of costs 
will be for the competitive position of nuclear power, we have ex- 
amined the costs of generating power from new conventional steam 
plants, and can compare these ‘with the r: ange of 4 to7 mills which is 
sought from nuclear plants. Clearly 4 to 7 mills nuclear power would 
be widely competitive: The Federal Power Commission computed for 
the joint committee that in 1952 the average production cost of steam 
generated electric power in the United States was 7.4 mills per kilo- 
watt-hour for the major utility systems. Such an average includes a 
wide range of costs for individual plants, varying with size, age, and 
efficiency of the plants and the extent to which they are used, the cost 
of fuel, and other factors. To see the competition nuclear plants must 
face, one must look not at this general average, but at the maximum 
performance of eflicient new conventional steam plants, in comparison 
with which a nuclear plant would be evaluated by any management 
considering the kind of plant to build. 

The range of gener ating costs in new postwar utility steam plants 
is wide—from just under 3 mills per kilowatt-hour to over 12 mills per 
kilowatt-hour. (See appendix A.) But very little of the capacity (4 
percent) in these new plants produces at more than 8 m ills per kilo- 
watt-hour, and the plants that do are relatively small, the largest being 
80,000 kilowatts and most of them much smaller. Simil: arly, a minor 
part of the capacity (3 percent) can generate at less than 3 mills. 
Over 90 percent of the competition for nuclear power falls in the 
3- to 8-mill range, and 70 percent falls in the 4- to 7-mill range which 
it is hoped will be achieved from nuclear plants. 

If these cost ranges are applied to the expected growth in demand for 
electricity, we can obtain a picture of the ms arket into which nuclear 
power will enter between now and 1975. The amount of electricity 
to " required is the consumption forecast by the Paley Commission, 
or 1.400 billion kilowatt- hours in 1975, an increase to 314 times the 
19% 6 consumption of 390 billion kilowatt-hours. The potential mar- 
ket for nuclear power within this overall total is considered to be a 
share of the new demand to be supplied by steam plants, plus a share 
of the steam-generating capacity to be built to replace wornout equip 
ment. (See ‘chart III and appendix B.) Stability of generating 
costs is assumed, relying on continued increase in efficiency ‘of conven- 
tional generating plants to offset rising costs of fuel. Examination 
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of the potential market in this manner shows the importance of gen- 

erating costs for the entry and rate of growth of nuclear power. 
According to Federal Power Commission regions, the 1952 genera 

ting costs per kilowatt-hour in large new postwar steam plants fall 


in the following ranges: Mills 
0 ee ee 4 ; stints eee 
i DN iit ic bs to ert 7 - lliinteliaeidlial 4-7 
a es ie : _...._-.... 3%-8% 
es sn aeandaneate ubainteidionsienamcaiicincen caged emai a 
South contral_._.........._ ci sabceleaa te te lees Aled cate eat kl, et aac 2%-5% 
Wee, Conn ea Beli dah ictbeted alee ee Aa ee See 4\ 6-6 
INO os Died ccctpiinnetasitetaitbatinedieia ee See ee See 4-61 4 
irene canines cl itil ceils ta ee al ae 54-7 


Nuclear power at 7 mills would at most be competitive for part of 
the market in the northeast, southeast, and north-central regions of 
the United States. Nuclear power at 4 mills, on the other hand, would 
be competitive everywhere except for a part of the southeast and 
south-central regions fueled with low-cost coal and natural gas. Even 
in the natural-gas areas, future new generating plants may not be able 
to buy quantities of natural gas at the low prices that have in recent 
years made it possible to generate power at less than 4 mills. 

It is clear that nuclear power will be able to compete more widely 
if rising fuel costs push up conventional generating costs; its poten- 
tial market will be smaller if demand for new electric-generating 

capacity rises less sharply and steadily than projected. 


POSSIBLE RATES OF GROWTHL OF NUCLEAR POWER IN THE UNITED STATES 
ECONOMY 


Within the range of possible costs for nuclear power, and the range 
of expected costs for generating power from conventional energy 
sources which have now been described, there are possibilities for 
widely varying rates of introduction of competitive nuclear power 
into our energy economy, and widely varying rates of growth of a 
new nuclear-power industry. 

It is well to bear in mind also that the growth of the nuclear-power 
industry, no matter how rapid, will happen case by case, as individual 
decisions to build plants are reached on developmental or economic 
grounds. In such decisions, the needs of particular areas and the 
characteristics of existing generating systems will be decisive, and an 
array of technical and economic factors will be balanced in each ease. 

The effects of competitive nuclear power W ill be closely related to 
its scale and rate of growth. 

If we assume that our domestic technical program will be pushed 
and will be successful, what may be the impact on electric aae rgy 
output between now and 1975? 

Our staff has made studies of two specific cases for purposes of illus- 
tration. Both assume that a development program, including con- 
struction of several large nuclear powerplants by the mid-1960’s, will 
lead to the building of a growing number of nuclear plants generating 
power at competitive costs. The two illustrative cases differ with 
respect to certain other assumptions. 

Case 1 assumes nuclear power costs at 7 milis per kilowatt-hour in 
1963, falling to 4 mills by 1975. It further assumes that as power- 











580 AMEND ATOMIC ENERGY ACT OF 1946 


plants are built in different parts of the country, giving power at dif- 
ferent costs, one-hs alf will be nuclear if the costs are the same. 

Case 2 assumes 7 mills per kilowatt-hour in 1965, falling to 5 mills 
in 1975. It further assumes that nuclear powerplants will be built 
only if they have an advantage of 1 mill per kilowatt-hour over con- 
ventional plants. 

Under these assumptions, the first competitive plants under. case 1 
would be producing power in 1963, and in case 2 in 1966. 

In case 1, by 1975 the nuclear power component of the electric-gen- 
erating industry would have an installed capacity of 21 million kilo- 
watts. On an 80-percent plant factor, such a capacity might generate 
147 billion kilowatt-hours out of 1,166 billion to be generated from 
all steam plants in 1975. The share of nuclear power in the total 
projected electric generation of 1,400 billion kilowatt-hours in that 
year would thus be about 10 percent. 

In case 2, with its less-optimistic assumptions, the nuclear power 
share is, of course, smaller. About 5 million kilowatts of nuclear 
capacity would be in operation in 1975, generating about 35 billion 
kilowatt-hours. The share of nuc ‘lear power in total United States 
electrical output would be about 2 percent. 

As I have indicated, no one can say whether these or some other 
ratios will prove correct. Either case represents a sizable nuclear 
capacity; in 1 case 140 reactors, and in the other case 33 reactors, 
of 150,000 kilowatts average capacity, would be in operation. More- 
over, nearly half the new plants might be nuclear fueled on the more 

:ptimistic assumption, and one-sixth on the less optimistic. At such 
rates of building new nuclear capacity, the share of nuclear power in 
the generation of electricity would increase rapidly in subsequent 
vears. To achieve such a place in electric generation in the United 
States, however, would, as these cases show, require reduction of costs 
for nuclear power to the low 4- to 5-mill level. At higher costs a much 
smaller share of the electrical output would be nuclear, on cost con- 
siderations alone. 

Economic considerations will not, of course, operate by themselves 
in the development of nuclear power. The compactness of nuclear 
fuel, and its weapons importance, lead to special benefits for the na- 
tional security and welfare. These special advantages may well jus- 
tify the construction of the first nuclear power reactors in the initial 
de »velopme nt period when the competitive position of nuclear power on 
strictly economic grounds is uncertain. Looked at from the point of 
view of national security, for example, nuclear powerplants would 
have the advantage over other powerplants of being able to produce 
additional weapons material on need ; they would not require extensive 
and vulnerable rail or pipeline facilities for fuel transport ; they would 
facilitate strategic dispersal and decentralization of vital facilities. 

Another factor which could affect both the time scale and the bene- 
fits of nuclear power is the nonpower uses of reactors. Nuclear power 
involves using the heat released in the course of nuclear fission for 
the production of steam and the generation of electrical power. Re- 
actor heat may have other uses, and the neutrons and radiation pro- 
duced during nuclear fission may yield byproducts, of value in 
themselves or as byproducts reducing the net cost of nuclear power. 
Reactor heat may, for example, prove useful for heating buildings, or 
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for industrial processes. Radiation either from reactor operation or 
from fission products may find commercial applications in industrial 
chemical processes or in the sterilization and preserving of foods. 
Neutrons from fission are now used in production reactors to produce 
plutonium; fissionable material could also be produced in power re- 
actors. If, due to international conditions, national defense require- 

ments for weapons material were to warrant a long-term Government 

market for byproduct fissionable material, the c redit might make nu 
clear power commercially competitive even earlier than otherwise 
assumed, and would facilitate the initial growth of the industry. 

Chairman Corr. I was going to interrupt you and at least give you 
the opportunity of catching your breath. 

Mr. Murray. I see my colleague, Mr. Zuckert, is ready to take over. 

Senator ANperson. We have some 60 pages and it is running about 
a minute and a half to the page. That is an hour and a half. Whe 
do we get down to the discussion of the bill? So far it has been what 
the bombers call a dry run. 

Chairman Coir. Well, we expected to take all day with the Com 
mission with this statement, and as I understand the statement the 
Commission is providing a background of justification for the revision 
of the current law. 

Representative Hinsuaw. I think this is one of the most important 
theses that has been presented on this subject by any group, and cer- 
tainly to be sure that we understand or at least hear what is said, 
we need to have it read. 

Representative Price. Mr. Chairman, if we are going through this 
platoon system, I want to refer to the chairman’s suggestion we write 
our questions as we go along. That may be a little difficult, all of 
which substantiates the point of order made by the gentleman from 

California earlier. I am perfectly willing to hear the complete state- 
ment read, however. 

Chairman Cote. All we have to do is mark the name of the Com- 
missioner who is speaking at the time and direct our questions to him 
with respect to any questions which may occur. Of course, as I under- 
stand, this is a Commission statement, and this is not an individual 
statement. So that if there are questions which may arise in the mind 
of any member with respect to the statement, it goes to any member of 
the Commission or may be asked of any member of the C ommission. 
These are not individual expressions, but rather the Commission’s 
composite viewpoint. 

Will you proceed, Mr. Zuckert ? 

Representative Durnam. Mr. Chairman, I think there is one point 
here that probably may be overlooked: the fact that in the change of 
the law, it becomes necessary to try to put this in a position where 
private enterprise can operate these reactors and own them. This, 
as I get it, applies primarily and altogether to that one subject. That 
is, so far. 

Is that correct ? 

Mr. Srravss. It is generally correct, sir. 

Representative Dunnam. That is the point that I think the Com 
mission is trying to get across at the present time, if I may make that 
observation. 

Chairman Cote. Thank you, Mr. Durham. 
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Will you proceed, Mr. Zuckert ? 

Mr. Zuckerr. Mr. Chairman, the pattern of the nuclear power in- 
dustry: The nuclear power facilities foreseen in these speculations 
would be an integral part of the electric-generating activities of the 
country, not a separate new industry. The emergence and growth of 
nuclear powerplants would occur in a period of general industrial 
expansion, in which generation of electric power would be expanding 
even more rapidly than the rest of the economy, in continuance of the 
trends toward use of a larger part of our energy as electric power and 
toward use of more electric power for each worker. New nuclear 
plants would thus not have to overcome the obstacles in the way of a 
technological innovation which displaces existing facilities. 

It is to be expected that nuclear powerplants would tend to find their 
chief markets in those regions of the country having relatively high 
power costs. While regional differences in construction and operat- 
ing costs for reactors of the same type would exist and would prevent 
the cost of power from nuclear fuel from being absolutely uniform 
throughout the country, the regional differences in cost from nuclear 
plants should not be great, and should be far less than the present 
variations, mentioned ‘earlier. 

Nuclear powerplants, because of their size and the importance of 
high plant factors for low unit generating costs, are likely to be built 
first near heavy power-consuming centers. Assimilation of nuclear 
plants with their large size (100,000 to 300,000 kilowatts or more) will 
be facilitated by the trend in the electric-generating industry in recent 
years toward larger generating units and stations. 

Much development work will need to be done before small nuclear 
plants, producing at competitive costs, can be built to meet small loads, 
and, if fixed charges constitute a relatively large part of generating 
costs for such plants, their economics will be unfavorable as compared 
with conventional plants wherever plant factors are low. 

Nuclear power may provide utility systems with somewhat more 
flexibility in some respects in selecting sites for new generating sta- 
tions if we assume that safety considerations and exclusion areas are 
not more restrictive than for conventional plants. 

Because nuclear plants do not require shipment of bulky fuel, they 
can be located at sites for which solid fuel transportation would be a 
restricting influence. 

Aside from the coal transportation factor, however, nuclear power- 
plants will be subject to most of the predominant plant site factors 
that determine the location of conventional plants, such as adequate 
quantities of cooling water, local ordinances for health and safety, cost 
of land, and proximity to load. 

The probable future pattern of plant location in most metropolitan 
and industrial centers may, therefore, not be greatly modified by the 
introduction of nuclear power. Competitive nuclear powerplants, 
installed to meet the large power demands characteristic of metro- 
politan and industrial centers, would be located, as is true of most 
new conventional generating capac ity, near but not in such centers. 

Representative Horrrrerp. Will the witness read a little slower so 
that the suena s of the committee can get the meaning of the various 
sentences ¢ 


Chairman Corr. That is a good suggestion. 
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Mr. Zuckert. Electric energy from nuclear reactors will probably 
be distributed over the same facilities as other power. The use of 
nuclear fuel rather than conventional fuel will cause differences for 
the utilities and supporting industries rather than the consumer. The 
principal new elements for the electric generating industry will } 
clude— 

(a) Byproducts: Reactors for generating power will also produce 
fissionable material. This material will have a value either as a fuel 
or as a weapons material which may contribute significantly to redue- 
ing the net cost of power. 

As I have mentioned, other byproducts with commercial value 
might be heat for industrial or residential uses, radiation, and fission 
or other products. Development of important uses of byproduct heat 
and radiation would affect location of power reactors and the appear 
ance of associated industries. 

(6) Raw materials: Adequate supplies of uranium and thorium are 
essential to the growth of nuclear power. It appears that the supply 
of such raw materials should be ample to establish and maintain a 
nuclear power industry of the magnitude described in this report, 
unless military requirements go far beyond those now forseen. 
Emergence of a growing nuc lear power industry is a matter of direct 
interest to the uranium mining industry of the Nation, as a potential 
market for its product. 

(c) Supporting industries: Special materials will be required for 
construction of reactors; among these are zirconium, graphite, and 
heavy water. Until the preferred types of reactors are determined in 
the course of development, however, it is not possible to specify which 
of these materials will feel the heaviest demands on its growth capa- 
bilities. 

Service industries will probably be established to perform in com- 
mon certain highly technical functions, such as fabrication of fuel 
elements, disposition of radioactive wastes, and chemical separation 
and recovery of fissionable materials and fission products from power 
reactors. Initially, existing Government facilities may perform these 
services, charging fees which will not discourage the development of 
private facilities independent of the Commission. 

Effects of economic growth and power-consuming industries: In 
turning to the effects of the emergence of a nuclear power industry, we 
are considering the impact within the established electric-power in- 
dustry of a new fuel which, beginning in about 10 years and growing 
steadily in importance, may be supplying on the order of 2 percent to 
10 percent of the electricity generated in 1975. If power from other 
fuels rises more rapidly in cost than has been expected, the entry of 
nuclear fuel would, of course, be encouraged. As I have mentioned, 
it may also exert a strong restraining force on the trend toward rising 
power costs due to fuel charges. 

The value of a restraining force exerted against rising power costs 
is difficult to measure, since we cannot be sure how far costs might rise 
without a new fuel. The size of the stake can be indicated, however, 
by considering the fact that 1,400 billion kilowatt-hours may be re- 
quired in 1975, so that if nuclear power were capable by that time of 
reducing the average cost of electricity by only one-quarter of a mill, 
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or of forestalling an increase of this amount, the saving would be $350 
million annually. 

Even more difficult to measure is the loss of industrial output and 
other goods that would result from regional shortages of power. It 
is in countering such events as rising costs and stringency in power 
supplies that nuclear power can be expected to be most useful, rather 
than in any sharp reduction of present electric bills. 

For the great majority of electric-power consumers, nuclear power 
promises to put a brake upon power costs which might otherwise rise 
due to rising fuel costs, and to give added assurance of the availability 
throughout the Nation of adequate power supply to reasonable cost. 

In some areas where the level of fuel costs is so high as to require 
high retail rates with accompanying low consumption, nuclear power 
can, by cutting fuel costs, stimulate the growth of new power consump- 
tion and thus lead to reduced unit transmission and distribution costs 
as well. 

Only for industries in which power is a large element of cost, mainly 
the electroprocess,.chemica]l md primary light metal producing indus- 
tries, does it seem possible that nuclear power could have, given success 
in reducing costs, a substantial impact on industrial location of future 
new plants, by releasing these industries from orientation to existing 
areas with low power costs. 

In addition, as cheap hydroelectric power becomes no longer avail- 
able for continued expansion of the aluminum industry or other elec- 
troprocess industries, cheap nuclear power may help sustain further 
growth without sharp increases in the total cost of production in these 
industries. 

For industry generally the effect of nuclear power seems likely to be 
to reduce further the declining importance of power cost as a factor 
in plant location, as geographical variations in cost of electric energy 
are reduced by nuclear power. Power costs and their effect upon net 
income will, of course, be carefully evaluated by management, but 
other important factors influencing industrial location will also weigh 
heavily. 

That these other factors will often outweigh power-cost considera- 
tions is indicated by the small part which power costs, essential though 
power is, represent in the overall costs of business. For example, in 
1951 the cost of purchased electric energy by all manufacturing in- 
dustries totaled $1,458 million for 146.5 billion kilowatt-hours, and 

yas equivalent to only 1.4 percent of the total value added by manu- 
facture, $102,085 million. 

As we consider the technical development which must still be carried 
to success, and the expanding need for power in the United States, 
we see no basis for fear of revoluntionary impact on the Nation’s 
economy. We have given attention in particular to the concern ex- 
pressed in 1946 by the Senate Special Committee on Atomic Energy, 
in explaining the inclusion of section 7 (b) in draft Atomic Energy 
Act, the fear that 

* * * the suden introduction of certain devices utilizing the power released 
by nuclear fission might precipitate profound economic disorganization. Great 
industrial installations representing nationwide investments employing many 


thousands of workers might be rendered obsolete. (8. Rept. No. 1211, 79th Cong., 
p. 20.) 
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Stringencies in the United States economy are, in fact, likely to 
come from too little low-cost power, rather than from introduction of 
a new fuel. The generation of electric energy has to more than triple 

to support a doubling of gross national output by 1975 according to 
the Paley Commission’s estimates. 

Employment opportunities: The availability and steady expansion 
of low-cost power is crucial to maintaining high employment. levels, 
for industrial production cannot increase without power. Just as 
maintenance of our standard of living is dependent upon industrial 
expansion supported by great increases in power facilities, so in- 
creasing employment and labor productivity over the next several 
decades will be dependent upon a continually rising level of industrial 
activity. 

Rapid development of nuclear power provides one more assurance 
that new investment in power capacity will contibute to the creation 
of jobs and to higher output and earnings per worker. Nuclear power 
will add to, rather than detract from, job opportuniti les. 

Adverse effects, if any, on existing labor skills will be small. Un- 
conventional materials, equipment, and operating techniques will re- 
quire new skills, but these new demands on labor should be readily met 
during the gradual course of development. The 10-year experience 
in building ‘and operating major atomic energy facilities illustrates 
labor’s ability to direct existing skills quickly to this new technology 
with no adverse effects. In view of future rapidly rising demands for 
power and for conventional fuels, labor dislocations are unlikely from 
riuclear power. 

With our continuously increasing population and labor force, the 
United States must maintain an ever-increasing level of produetion, 
employment, and income. The rate of production of goods and serv- 
ices, and the supply of power to feed production, must be kept rising 
more rapidly than the rate of increase in our labor supply if we are 
to avoid unemployment. 

Nuclear power can contribute in some measure to this end, by help- 
ing to assure that low-cost power is available to support continued 
industrial expansion. 

The long view: It is evident from the preceding discussion that, 
even on the challenging assumptions we have made as to the growth 
of nuclear power, we must look beyond 1975 for the full contribution 
nuclear power may make to the economy. A 20-year projection, while 
«s long as is prudent on the basis of available data and the uncer- 

tainties of technical development, is a short period for an industry 
like the power industry where plant life may be 40 or more years. 

The benefits of nuclear power ultimately to be expected will be 
measured in other ways in addition to the possible dollar savings in 
cost of industrial production or in fuel costs of electric utilities. 

While the more remote and indirect benefits cannot be assessed now, 
we are confident that if nuclear power reaches the low-cost range of 
4 to 5 mills, it will lead ultimately to a variety of economic and at- 
tendant social benefits, some of which may be striking individually 
and all of which would be significant taken together. These benefits 
might include the following examples: 

Nuclear power may help make it possible to undertake large new 
industrial activities at sites that would otherwise be uneconomic in 
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the face of punishing transportation charges or the absence of trans- 
port facilities for conventional fuels. 

It may provide an economic solution to the problem of providing 
additional cheap electric energy in locations where the demand is 
expected to outrun the availability of hydroelectric power and fossil 
fuels are lacking. 

It may permit and perhaps encourage the development of strate- 
gically decentralized areas of industrial production requiring low-cost 
electric energy. 

It may provide blocks of electric energy for Government and mili 
tary installations where the cost of power is important, but not con 
trolling in site selection. 

It may help electric-utility systems in metropolitan areas to adjust 
to such limiting factors as rail transportation and smoke nuisance 
arising from a major increase in electric-energy generation from coal. 

It may contribute in some measure to the introduction of new pro- 
duction techniques in electroprocess industries. 

It may become technically feasible and economic for commercial 
propulsion purposes, such as for powering merchant ships. 

It will take on increasing importance as a strong force both in 
holding down energy costs as exhaustible resources are used up and in 
assuring the availability of fuel for continued economic growth. 

It may stimulate consumption of electricity beyond present pro- 
jections and accelerate the trend toward using a larger portion of our 
energy in the form of electricity. 

A sound basis will be established for assisting other nations in apply- 
ing nuclear power for economic development. 

Power in other nations: Thus far my comments have been directed 
almost exclusively to the effects of competitive nuclear power in this 
country. For many other nations, the need for a supplementary fuel 
is more immediate than for the United States. The cost and difficulty 
of the development work which must be done to realize economic 
nuclear power are barriers to the hopes of other countries for early 
benefit from nuclear power, though the proposals made by the Presi- 
dent in his speech of December 8, 1953, before the United Nations 
General Assembly offer a possible way of helping overcome these 
barriers. 

I can mention only briefly here what nuclear power might mean to 
other nations, and some of the problems of financing and of general 
economic development which industrially underdeveloped nations in 
particular will have to solve to take advantage of nuclear power when 
it becomes available. 

Electric power is essential to modern industry and living in all 
nations who have undertaken industrialization. Expansion of gen- 
erating capacity to meet mounting demands is proceeding at a more 
rapid rate in the rest of the world than in the United States. Between 
1948 and 1951, electric generation rose by 29 percent in the United 
States, by 36 percent in Europe, and by 33 percent in the world as 
a whole. 

Continuation of such a rate of increase in generation of electricity, 
together with rising demands for fuel for transportation and industry, 
is putting growing pressure on the energy resources of many nations. 
Reserves of coal, oil, and natural gas are unevenly distributed 
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throughout the world. Among consuming nations able to meet less 
than half of their consumption of coal and oil from indigenous sources 
are Italy, Portugal, Greece, Norway, Sweden, Denmark, Finland, Ar 
gentina, Algeria and French Morocco, Ceylon, and Pakistan. A few 
of these fuel-deficit countries, such as Norway and Sweden, are utiliz- 
ing water power to meet part of their present electric energy needs. 
However, as demands continue to grow and the best hydroelectric sites 
are fully developed, these countries, too, will need to begin importing 
increasing tonnages of fuels. 

In other areas, coal and oil are as yet being produced in sufficient 
tonnage to meet the bulk of local requirements and also to satisfy the 
export market. Nevertheless, since exploitation of lower cost , better 
quality, and more accessible deposits have already in some cases pro- 
ceeded to an advanced stage, many coal-producing countries are them- 
selves facing problems of rising produet ion cost. Examples are such 
coal producers as Belgium and the United Kingdom. 

In addition to the growing needs for a supplementary fuel, cost 
considerations thus underlie the interest of many countries in nuclear 
power. While precise cost data are difficult to obtain, imported or 
low-quality fuels are usually high-powered-cost fuels, and power is 
thus more costly in many nations than in the United States. 

Even in the United Kingdom, for example, to mention a nation 
with an efficient and large-scale generating system, the newest and 
most efficient plants can generate electric power at 6.6 mills per kilo 
watt-hour in areas with low-cost coal. 

In the highest delivered coal-cost areas, the newest and most effi 
cient plants are now producing power at approximately 7 mills per 
kilowatt-hour. 

These best costs, which have the advantage of a low tax burden, 
are significantly above the low-cost modern gas or coal-fired plants 
in the United States, many of which generate power for from 3 to 
5 mills per kilowatt-hour, even with a higher tax burden. 

In less highly industrialized countries, high present costs of gen- 
eration may often be traced to small or inefficient ot, or to low, 
irregular loads which result in high unit costs. In such cases, of 
course, nuclear plants would not operate at full economy, ats indeed 
— not prove feasible. 

or underdeveloped countries power supply represents only one of 
a number of problems accompanying efforts to achieve greater indus- 
trialization and economic diversification. Even where fuel resources 
are available, there arise difficulties in obtaining investment capital 
and foreign exchange to support the import or equipment for estab- 
lishing power systems. Problems also arise of keeping power de- 
velopment and the development of local markets in balance. 

In view of the worldwide potential importance of nuclear power 
as a supplementary source of power, the progress of the United States 
in its development program can be significant for other nations as 
well as ourselves. 

President Eisenhower’s proposal to the United Nations General 
Assembly offers hope to other nations of the world that, while their 
own efforts will be crucial to the mastery of nuclear bowet for the 
service of their own economies, they will not have to make their way 
alone in this complex and costly field. 
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Supported by a free and vigorous private and Government devel- 
opment effort in this country, the International Atomic Energy 
Agency proposed by the President can demonstrate anew that the cre- 
ative energy of the American system can contribute to the develop- 
ment of other nations as well as our own. 

Mr. Srravuss. With your permission I will carry on from here. 

Chairman Core. I was just writing a note to you suggesting that 
there may be consideration of making a change and giving relief to 
Mr. Zuckert. Apparently, our minds are running along pretty much 
the same fashion. 

Senator Pasrore. How much longer shall we continue on? I think 
that we have a vote coming up. 

Chairman Cote. Senator Pastore has raised a question of how long 
it is expected this session will continue. It is my thought that we 
might carry on until 12:30, and then recess for the lunch hour, and 
coming back at 2 o’clock in the old Supreme Court quarters of the 
Capitol. 

If that is agreeable, we will use that as our schedule. 

Representative Hoxiirrecp. Mr. Chairman, I would like to ask a 
question at this point. 

We have spent 2 hours now with a philosophy of the Commission 
and we are now getting to the part where consideration of the legis- 
lation is involved. Are we going to be allowed to question the wit- 
nesses as they go through this legislation, or are we going to have 
to wait until they finish that before we start questioning them ? 

Chairman Cote. As the gentleman knows, the chairman announced 
at the beginning of the hearing that it was his view that, for the 
sake of orderly appearance in the record and for the sake of orderly 


consideration of the subject matter, the proper procedure was for 


the Commission to complete its statement; then the members of the 
committee would have ample opportunity to ask any questions of 
any member of the Commission that they may want. That was the 
policy the Chair expects to follow unless the committee reverses him. 

Representative Hoxuiriep. Mr. Chairman, I suggest, as long as we 
are getting to a discussion of the bill now, that we insert this in the 
record, the balance of it in the record, in order to have continuity of 
testimony, and then proceed to discuss section by section, because we 
are going to have to go back and go over it anyway. 

Chairman Corz. The Chair at least would like to hear the Com- 
mission’s statement and to consider the Commission’s statement. 

So, unless the committee feels otherwise, you may proceed, Mr. 
Strauss. 

Representative Horirrecp. In order to make it a matter of record, I 
move the balance of the testimony be placed in the record at this 
point and that the courtesy of questioning be allowed the members 
of the committee, section by section, as testimony occurs. 

Chairman Coir. The committee has heard the motion of the gentle- 
man from California, and the clerk will call the roll. 

Senator Anperson. Could we have an explanation as to whether 
or not in any point in this there is comment on whether you approve 
the bill in whole or in part and which parts you do approve of ? 

Mr. Srravuss. Yes, sir, Senator, there is. There is specific comment 
with respect to specific sections. 
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Chairman Coxe. I am amazed, frankly, to think that any member 
of this committee would suggest that the statement of the Commis- 
sion, which has spent great time and effort and deliberation in the 
preparation for the hearing, would be swept aside and placed in the 
record and not be read to this committee. 

Representative Hotirre.p. Now, Mr. Chairman, I would like to re- 
ply to that; that refers to this. Now, the chairman of our committee, 
I have gree it respect for him, and I do not understand his amazement 
at this ‘thing. This has been done many, many time before. And 
it is nothing new. It isa matter of saving time. 

If the gentleman wants him to read the whole thing, we will go 
back through and we will read it section by section, if you want to. 

Chairman Cortez. Of course statements are placed in the record, but 
not on a measure that is as far-reaching and as important as this is. 

Certainly, we are not going to accomplish anything by saving 
perhaps an hour of havi ing the statement read. 

Representative Price. I did not understand Mr. Holifield to mean 
that the Commission not read the statement. I may be wrong, but 
I understood him to mean that it be placed in whole in the record 
as read completely through, then our questioning may follow after- 
ward, but that the chairman would read it section by section to us, 
and we will question after each section. 

Representative Hourrreip. That was my motion. 

Chairman Cote. Perhaps I misunderstood the gentleman’s idea. 
But it was my understanding that he requested that the statement of 
the Commission be placed in the record and not read. 

Representative Hoxirretp. Oh, no. 

Representative Hinsuaw. That was my understanding of the 
statement. 

Representative Hotirrerp. Let the maker of the motion clarify it. 
The motion intended to have it placed in the record so that it would 
be continuous and that as it is read by the witnesses from now on we 
be allowed to comment and question on the pertinent testimony on 
each section of the bill. It has to be done that way anyhow, and it 
would just merely save 2 hours’ time. It has taken 2 hours now to 
go 54 pages and we have 54 pages to go. 

Representative Hinsuaw. I would say, Mr. Chairman, in accord- 
ance with the importance of this subject, that we might very well 
take 3 or 4 days in reading the statement. It is very “import: unt; it 
extends into the future. And I can see no great hurry as to the 
presentation of the subject. 

Representative Houtrrerp. Then I will say this: if that attitude 
is taken by the committee, I hope there will be no attitude to shorten 
the questioning when it comes to the questioning time. 

Chairman Core. There will never be any disposition, and I hope 
that the gentleman’s statement does not infer that he has felt there 
has been a disposition, at any time in these hearings on the part of 
the Chair to curtail the questioning. Of course there will be ample 
opportunity, if it takes all summer. 

I think you may proceed. 

As I have glanced ahead through your statement, I do not see 
os you have discussed the bill section by section in a chronological 
order. 


48184—54—pt. 23 











590 AMEND ATOMIC ENERGY ACT OF 1946 


Mr. Srravss. No, it does not follow the sections in their chrono- 
logical or numerical order; but we have touched on the more im- 
portant ones first, and at the end of this statement a number of the 
minor items are grouped together. 

Chairman Coir. You may proceed. 

Mr. Srravuss. This, Mr. Chairman, is part IIT of the statement. 

With this background, we should now like to discuss in some detail 
the more important—— 

Representative Hotirrerp. In order to keep the parliamentary sit- 
uation clear, I mention the fact that there is a motion before the 
committee and, as the chairman has ruled otherwise, I will withdraw 
the motion. 

Chairman Corr. Since that is the attitude of the gentleman from 
California, the Chair objects to withdrawing the motion and we will 
leave it up to the committee to decide whether the Chairman of tthe 
Atomic Energy Commission will proceed with the presentation of the 
Commission’s statement. 

Those in favor of the motion of the gentleman from California—— 

Representative Van Zanpr. Will you have someone repeat the 
motion ? 

Chairman Coir. The gentleman from California made the motion 
that the statement of the Commission be placed in the record and 
not read. 

Representative Houirrerp. No, that is not right, Mr. Chairman. I 
did not make such a motion. 

Representative H1nsuaw. I ask the clerk read that portion of the 
motion. 

Senator Pasrore. He meant that we would devote all of the time 
necessary to this problem and the Commission would be available to 
us so that we could explore it fully. And I think with that assurance 
we can go on as we have been going on. 

Chairman Corz. It is quite agreeable to me to proceed. 

Senator Pastore. I move that we proceed. 

Chairman Corr. All right, go ahead. 

Mr. Srravss. With this background, we should now like to discuss 
in some detail the more important features of the bills as we see 
them. There are, in addition, some provisions which may need 
clarification. These are minor drafting matters on which we will be 
happy to submit our suggestions separately. 

International cooperation in the atomic energy field: We believe 
that the United States has much to gain from the types of cooperation 
with other nations which would be possible under these bills. The 
cooperative activities which are contemplated will be in our national 
interest and will result in important benefits to our own atomic energy 
program and to our own national security. 

Just as we now have no monopoly in atomic weapons, we do not now 
have—nor have we ever had—a monopoly in scientific talent, ideas, 
and techniques. There is undoubtedly much that we can learn from 
other nations about development and applications of atomic energy. 

We have no doubt that our own program can be considerably 
strengthened by what we can learn from these nations. The bills 
under consideration would permit us to exchange information with 
other nations on source materials, reactor development, production of 
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special material, health and safety, and peaceful industrial applica- 
tions of atomic energy. This would afford a sound basis for two 


yay cooperation. 

it is important that the United States, as the leader of the free 
world, assist other nations in the development of peaceful industrial 
applications of atomic energy. It would be most unfortunate if, be- 
cause of prohibitions in the basic laws of the United States govern- 
ing atomic energy, some other nation were to be permitted to assume 
leadership in bri inging the peaceful fruits of atomic energy technology 
to a wor Ide ager to share in them. 

Cooperation with other nations in the development of peaceful uses 
of atomic energy will require the communication of some restricted 
data, and will also require our making available limited quantities 
of special materials under conditions designed to assure that these 
materials will not be converted to military uses. American firms and 
individual specialists may also be called upon to assist other countries 
in their development and production activities. Such cooperation 
would be possible under the pending bills. 

Section 123 of the bill establishes procedures for cooperation with 
other nations that are designed to assure that our own national interest 
will be properly safeguarded. These procedural safeguards will 
apply to cooperation with other nations involving communication of 
information for peaceful industrial purposes, as well as communication 
S information on the military side with respect to the use of atomic 

2apons. They will also govern any cooperation involving the fur- 
lative of special materials to other nations for peaceful purposes. 

Section 144 (a) contains a saving clause which, we understand, 
will permit the Commission to continue international cooperation 
which has been undertaken in the past under the technical-coopera- 
tion program, the raw-materials-cooperation program, and under 
the authority of section 10 (a) (3) of the present act, without regard 
to section 123 of the bill. 

I should like to discuss briefly the relationship of the international- 
cooperation provisions of this bill to the President’s proposal, in his 
address before the General Assembly of the United Nations last 
December, for a new approach to the problem of international con- 
trol of atomic energy. 

We are pleased to see that it appears to be the intent of the bill 
to give authority for carrying out this proposal. Since no specifi 
plan has as yet been worked out or agreed to, we cannot state with 
assurance whether or not this legislation includes everything which 
will be necessary for implementation of the proposal in the event 
international agreement can be reached on a specific plan. It is 
apparent, however, that the bills under consideration are in no w: ay 
inconsistent with the President’s proposal. 

Another vital area of cooperation is in the military field. As the 
President pointed out in his message to the Congress of February 17, 
1954, we must take steps to gear the free world to the atomic facts 
of this era in order to make the free world an effective defense unit. 
This is important not only for the purpose of helping our friends 
defend themselves; it is also important because we need their effec- 
tive assistance in our mutual defense efforts. 
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This legislation would permit communication of restricted data 
to our allies as necessary for the development of defense plans, the 
training of personnel for atomic warfare, and the evaluation of the 
atomic capabilities of potential enemies. 

The bill includes, however, a restriction upon this type of military 
cooperation in that it prohibits cooperation involving communica- 
tion of restricted data relating to the design or fabrication of atomic 
weapons, except with regard to external size, weight, and shape. It is, 
we Tein imperative for the success of our military cooperation 
with other nations that we exchange with our allies data necessary 
to make them effective partners in resisting aggression. 

There is no intention of communicating restricted data which 
would give away important secrets of how our atomic weapons are 
made, but the necessary cooperation may involve the communication 
of data which in some incidental manner may relate to design and 
fabrication of atomic weapons. Our Armed Forces would be pro- 
hibited under the bill’s present language from going forward with 
such cooperation, even if such data on design and fabrication of 
weapons were only of slight security significance. 

Unfortunately this subject cannot be fully discussed without 
getting into highly classified areas. However, since this is essen- 
tially a matter of cooperation between our own Armed Forces and 
those of our allies, this problem can be most meaningfully discussed 
by the Department of Defense. We should like to point out, there- 
fore, only that this prohibition does give rise to a serious difficulty. 
We might suggest that the prohibition be modified by excepting 
therefrom communication of such data on design and fabrication 
of atomic weapons as the President determines to be essential for 
accomplishment of the objectives of section 144 (b). 

Domestic information control: H. R. 8862 and S. 3323 also contain 
provisions relating to the control of atomic energy information within 
the United States. Enactment of these provisions would resolve 
some very difficult problems with which we have had to cope in the 
past, and would contribute to a more efficient, vigorous, and secure 
atomic-energy program. 

One of the difficulties under the present act has been the inflexibility 
of the personnel security clearance provisions. 

These provisions contemplate that all persons who will have access 
to restricted data must be investigated as to character, associations, 
and loyalty by the Civil Service Commission or by the Federal Bureau 
of Investigation, and cleared by the Commission upon a determination 
that permitting such access will not endanger the common defense and 
security. 

The act does not recognize that there are degrees of sensitivity of 
restricted data, and the Commission does not have latitude to deter- 
mine how comprehensive an investigation should be required for vary- 
ing degrees of access to restricted data of varying sensitivity. 

‘hus, the present act contemplates the same investigation and clear- 
ance for access by the unskilled construction workers to data of only 
marginal security significance as for access by a scientist to the most 
sensitive weapons data. : 

Background investigations of this type presently required are costly 
and time consuming. Many of them are unnecessary from the security 
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standpoint. Section 145 (f) of the bill would amend the present 

clearance requirements of the act so as to permit the Commission to 

determine the type of investigation which should be conducted for 
various degree of access. 

We think this amendment will enable substantial economies in our 
security program, without loss of security, and will contribute to the 
efficient conduct of our operations. It would also provide a means for 
spurring scientific research and development in areas which do not 
involve highly classified matters. 

Moreover, since the present inflexible clearance requirements are 
unnecessarily costly to both Government and industry, and would 
impede and discourage vigorous private participation in development 
of peaceful applications of atomic ener gy, this amendment would un- 
doubtedly contribute to a successful industrial participation effort. 

Section 145 (b) of the bill includes a new provision requiring AEC 
clearance, based on a Civil Service Commission or FBI investigation, 
for any individual who is to have access to restricted data, except that 
the Commission or its general manager may permit access to restricted 
data without such investigation or clearance upon a determination 
that such action is clearly consistent with the national interest. 

There will be occasional instances where the Commission would not 
consider it necessary or desirable to obtain an investigation by the 
Civil Service Commission or the Federal Bureau of Investigation as 
a condition precedent to granting access to restricted data. 

Thus, under authority granted by this provision, the Commission 
could permit Cabinet officers, for example, to receive restricted data 
on the basis of a determination by the Commission that such action 
is clearly consistent with the national interest. 

We welcome this amendment as clarifying the responsibility and 
authority of the Commission in this area. 

Another aspect of the information control problem relates to mat- 
ters of mutual concern to the Atomic Energy Commission and the 
Department of Defense. As atomic energy applications become in- 
creasingly conventional within the armed services, it becomes in- 
creasingly necessary for large numbers of personnel engaged in De- 
partment of Defense programs to have access to restr icted data. 

Under the present provisions of the act, personnel of the Commis- 
sion may communicate restricted data to participants in related pro- 
grams of the Department of Defense on the basis of security clear- 
ances granted in accordance with the normal Department of Defense 
procedures. Personnel of AEC contractors are, however, precluded 
from communicating restricted data to any individual, including par- 
ticipants in Department of Defense programs, who has not been 
granted clearance in accordance with the investigative and clearance 
requirements of the Atomic Energy Act. 

We think it is unnecessary and expensive to require a special investi- 
gation and AEC clearance for access to restricted data by military or 
civilian personnel of the Department of Defense, or personnel of its 
contractors, when such individuals have already been cleared by the 
Department of Defense for access to classified matter of at least com- 
parable sensitivity. Moreover, denying access to restricted data to 
such individuals impedes vital cooperation between the AEC and the 
Department of Defense in areas of mutual interest. 
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Section 143 of the bills would remedy this situation, as recom- 
mended by the President, by permitting the Commission to authorize 
its contractors to communicate restricted data to participants in pro- 
grams of the Department of Defense, who have need to know, on the 
basis of appropriate Department of Defense clearances. 

There is, however, another problem, in addition to that ef security 
clearance, in connection with the military interest in atomic energy. 
There is a substantial body of atomic energy information which re- 
lates primarily to weapons use. 

At present the Commission is responsible for the classification, con- 
trol, and declassification of all such weapons utilization data even 
though the Department of Defense has a primary operational interest 
in it. This gives rise to substantial administrative difficulties within 
the Department of Defense. 

The Commission and the Department of Defense should ae flexi- 
bility, such as would be afforded under this legislation, to remove from 
the restricted data category information relating primarily to mili- 
tary utilization of atomic weapons under conditions which would 
permit its continued protection, under the Espionage Act and other 
applicable statutes, as classified defense information. 

Industrial participation: I turn now to the provisions of the bill 
that are designed to encourage broadened domestic participation in 
developing peacetime applications of atomic energy. 

Earlier in this statement we discussed the present status of the de- 
velopmental effort in atomic energy and I outlined the fronts on 
which we are advancing in the field of reactor technology and de- 
velopment. I have sketched our own planned developmental effort 
over the next 5 years which includes the pressure water reactor, power 
reactor, and four other experimental power reactor systems. 

T have referred to our study agreements with various utility and 
industrial groups, under which they are delving deeply into the prob- 
lem of obtaining economic nuclear power. 

Under the present act that is about all they can do. They cannot 
own or operate reactors of the capacity camden or legally possess 
special nuclear material in amounts sufficient to run them. 

The bill would permit the private manufacture, ownership, and 
operation of atomic reactors and related activities under a licensing 
system and give the Commission authority, under appropriate safe- 
guards, to provide special nuclear mater ial for their operation. 

The bill takes cognizance of the fact that we are still in the develop- 
ment stage, and gives the Commission latitude in licensing develop- 
mental power re: actors and in determining prices to be charged for 
special nuclear material distributed in the furtherance of research and 
development activities. 

Recognizing the considerable capital outlay that is involved even 
in a modest reactor development effort, the bill seeks to provide addi- 
tional incentives and assurances to private investment. The patent 
provisions of the act are liberalized, principally by expanding the area 
in which private patents can be obtained to include, in general, the 
entire field of peaceful applications. 

We believe, however, that the bill should continue for a limited 
period the authority to require owners of basic and essential patents 
to license others on the basis of need. Additional patent incentives 
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are necessary and desirable to stimulate peacetime atomic energy de- 
velopment; this must, however, be balanced against enlarging the 
preferred position to the limited number of companies which have 
had access to restricted data. 

We believe that this balance can best be achieved through continu- 
ing a limited form of compulsory licensing for a period of time, such 
as 5 years, in the expectation that the broadened participation in 
atomic power development during that period would make compul- 
sory licensing provisions no longer necessary. Later in this statement 
we should like to comment more in detail on the patent provisions of 
the bill. 

The personnel security clearance amendment in the bill, permitting 
the Commission to relate the scope and extent of personnel security 
investigations to the sensitivity of the restricted data to which the 
personnel would have access, will also substantially reduce an im- 
ynediment in the present act to desired private participation in atomic 
energy development and utilization. A very substantial segment of 
the reactor information that is now classified as restricted data, and 
that would be needed by private participants, is in the less sensitive 
area 

The cost of investigations and delays in clearances for personnel 
needing access only to this information—and this would be the bulk 
of the personnel engaged in the activity—could be reduced to a much 
less significant proportion. 

At this point, Mr. Chairman, I would like to insert in the prepared 
statement a letter received yesterday, dated May 29, addressed to me 
by Dr. I. I. Rabi, chairman of the General Advisory Committee to 
the Commission, which on Saturday concluded one of its regular 
3-day meetings with us, and which bears on the point mentioned in 
this paragraph. 

Representative DurHam. May I suggest the letter be read. 

Chairman Corr. I assume that you are going to read it. 

Mr. Srravss. It is very short. I would like to read it. 

The General Advisory Committee heard with interest the plan to create a new 
category for information on reactor technology which does not require high 
security and which would be transmitted to United States industry without 
extensive background investigation and also to friendly nations. We believe 
that there is a vast body of information which could be so handled. 

The committee unanimously endorsed this plan as a helpful step toward 
accelerating the development of peaceful uses of atomic energy. 

Sincerely yours, 
I. I. Ras, Chairman. 

Representative Durnam. This plan referred to the provisions of 
the act? 

Mr. Srravss. It refers, Mr. Durham, to our discussion of this phase 
of the act. But I do not believe, or I am not certain that the General 
Advisory Committee had the precise text of the bill before it. They 
may have. 

Representative Durnam. That is all. 

Mr. Srravss. May I continue, Mr. Chairman ? 

Chairman Core. Proceed. 

Mr. Srravss. The Commission would be required to pay a fair price 
for special nuclear material produced in licensed reactors. 
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In fixing this price the Commission would be required to take into 
consideration the value of the material for its intended use by the 
United States and to give such weight to the actual cost of producing 
the material as the Commission finds to be equitable. The value might 
be as high or higher than the cost of production in Commission facili- 
ties if the material is needed for military purposes. It might be the 
fuel value for use in other licensed reactors. This would give the 
Commission flexibility to establish a pricing policy that will both be 
tair to the Government and provide stimulus to private enterprise. 

The bill would also provide assurance to private investors that the 
licensees could turn to the Commission for many materials and services 
needed in reactor operation that are not now available elsewhere. 

Certain materials, such as heavy water, zirconium and beryllium, 
and facilities for fabricating and chemically processing fuel elements, 
all of which are essential to support a nuclear power industry, are 
owned by the Commission. Pricing of such materials and services 
would take into consideration not oils reasonable compensation to the 
Government but the desirability of encouraging the development of 
independent sources of supply. 

A significant feature of the bill is its assurance that once the prac- 
tical value of any type of power reactor or related activity has been 
demonstrated, any qualified person may apply for and receive a license 
to engage in that use, subject, of course, to the overriding considera- 
tions of safety, security, and the availability of fissionable material. 

Now I should like to emphasize the fact that under the bill the 
Commission will not be in the business of selling atomic power, ex- 
cept by product power resulting from its production and research and 
development activities. This byproduct power will be interruptible 
power, at least in the early days of any project; it will be high in 
cost; and it will be comparatively small in amount. 

Further, the Commission will not be impinging on the regulatory 
authority of other agencies over utility company operations. The 
bill makes it clear that the regulatory authority, including the rate- 
making authority, of Federal, State, and local agencies over genera- 
tion, sale, and distribution of electric energy by utility companies is 
not intended to be affected by the bill or by the fact that the energy 
may be derived from nuclear rather than conventional sources. 

This means as a practical matter that utilities seeking Commission 
licenses for the construction or operation of reactors will have to 
assure themselves that their proposals concerning distribution of the 
power, their financing, and their rate structure meet the requirements 
and standards of the regulating agencies. 

This is as it should be. The Commission has no special competence 
in the field of electric energy distribution and seeks no responsibility 
in that field. Its functions should be limited, as the bill contemplates, 
to those areas in which the Commission does have special competence 
or responsibility. These areas include the review of design criteria, 
the supervision of construction, and decisions on the technical qualifi- 
cations of applicants to operate nuclear plants, on health and safety 
standards, and on security safeguards. 

Finally, as we understand it, the bill makes no distinction between 
the rights of private groups and the rights of public groups to partici- 
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pate in the development of peacetime industrial applications of 
atomic energy and to own and operate atomic energy facilities. 

Chairman Cote. I wonder if this is not an appropriate place for us 
to stop? 

Mr. Srravuss. I was going to ask whether Mr. Campbell could con- 
tinue at this point. 

Chairman Cote. I think the committee will recess until 2 o’clock. 
This is close enough to the hour of 12: 30. 

May I suggest the members of the comimttee be sure to write their 
names on the statement of the Commission so that they will have it 
available to them. 

(Whereupon, the committee recessed at 12:20 p. m., to reconvene at 
2 p. m., the same day.) 


AFTER RECESS 


(The hearing was resumed at 2 p. m.) 

Chairman Cotz. The committee will come to order. 

The record will show that there are six members of the committee 
present, and the committee will renew its consideration of the state- 
ment of the Atomic Energy Commission. We left off at this meeting 
this morning when we terminated the statement on page 68. We will 
begin on page 69. Mr. Strauss, I don’t know how you wish to handle 
it. It is entirely up to you. 

Mr. Srravss. With your permission, Commissioner Campbell will 
begin at this point. 

Chairman Cote. Go right ahead. 

Mr. Campsett. I should like to comment somewhat more specifically 
about the patent provisions of the bill, and then about other provisions 
of the bill which relate to industrial participation. 

Patent provisions: With the major objectives of the provisions on 
patents—creation of additional incentives to private investment and 
expansion of the area in which patents related to atomic energy are to 
be treated like all other patents—we are in complete accord. 

In section 151 (a) and (b), for example, the area of nonpatentability 
is limited to inventions or discoveries useful in the utilization of spe- 
cial nuclear material or atomic energy in atomic weapons. The open- 
ing up for patenting of discoveries useful “ in the production of fission- 
able material” (an area which is nonpatentable under section 11 (a) 
of the present act) should provide the same encouragement for inven- 
tion in this field as has operated so successfully in other fields of Amer- 
ican industrial development. We are for it. 

Following the pattern of section 11 (a) of the present act, section 
151 requires persons making inventions in the area of nonpatentability 
to file reports with the Commission fully describing them unless the 
invention is described as part of a patent ee filed in the 
Patent Office. Because the area of nonpatenability is much larger 
in the present act than in the proposed bill, the application of the re- 
porting requirement to the same area is sufficient for the Commis- 
sion’s interest in furthering its program. With the narrowing of the 
area of nonpatenability, howev:2r, a corresponding narrowing of the 
field in which reporting is required i is, we believe, not desirable. This 
is so because the narrowed area of nonpatentability does not corre- 
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spond with the area in which the Commission will have a continuing 
legitimate interest in being fully informed. The field of production 
or utilization of special nuclear material is one in which the Commis- 
sion will continue to operate and to carry out research and develop- 
ment activities. By being fully apprised of private invention in this 
field, the Commission will be in a position to allocate its resources and 
funds where they are most needed. Without knowledge of private 
achievement avoidance of duplication of effort cannot be assured. 

In this connection, we have a further procedural suggestion. Sec- 
tion 11 (d) of the present act directs the Commissioner of Patents to 
notify the Commission of all applications for patents which in his 
opinion discloses inventions in the field for which reporting by, the 
inventor is required. This provision has been deleted from the bill 
under consideration. We urge its restoration, since it is possible that 
inventors in entire good faith will fail to report inventions to the 
Commission as required because of their failure to appreciate that 
the invention is useful in the field for which reporting is required. 
In such cases, the experts in the Patent Office will presumably per- 
ceive the utility of the invention which was not apparent to the in- 
ventor and will make it known to the Commission if so directed by the 
statute. Hence, continuation of the requirement of notification to 
the Commission by the Patent Office would provide additional assur- 
ance that the Commission will have information of great value to it 
in the orderly and economical carrying out of its program. 

Section 152 of the bill appears to be addressed to what is generally 
recognized as a serious and difficult problem in this field, the problem 
of minimizing the unavoidable consequence of the necessary fact that 
only a relatively few private enterprises have participated in the 
Commission’s program until now and that these enterprises will have 
acquired technical information leaving them in an advantageous 
position with respect to the many newcomers it is hoped will enter the 
field. Section 152 deals with this problem by providing that no patent 
useful in the production or utilization of special nuclear material or 
atomic energy shall be granted unless (1) the applicant for the patent 
files a sworn statement as to whether the invention was not made or 
conceived during the course of, in connection with, or under the 
terms of any contract, subcontract, arrangement, or other relationship 
with the Commission, or (2) the Commission expressly consents to 
the filing of the application. Although we are inclined to agree in 
pein with this proposal, we are apprehensive about its feasibility 
not only in its present form but also if drafting refinements are added. 
The difficulties of determining in a particular case whether in fact 
the invention was made or conceived in the course of, in connection 
with, or under the terms of any contract can, even under conditions of 
the best of good faith, be staggering. 

As an alternative to section 152 we recommend restoration of a 
section along the lines of section 11 (c) of the act in its present form. 
That section makes it the duty of the Commission to declare certain 
patents to be affected with the public interest and provides that both 
the Commission and private persons under prescribed limited con- 
ditions shall be able to use the invention covered by such patents. 
In the form of this proposal submitted to the committee by Mr. Casper 
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Ooms with the Commission’s concurrence and approval, there are 
several limitations which make it clear that a great deal less than 
all-out compulsory licensing would be established by this measure. 
In the first place, persons applying to the Commission for licenses 
would be granted them only if the Commission finds that the licensing 
of the patent is necessary to effectuate the policies and purposes of 
the act, and further, only if it finds that the specific contemplated use 
of the discovery is necessary to the conduct of an activity authorized 
under the act. In the second place, there is a pr vision for determina- 
tion of the royalty fee | by agreement between the patent owner and the 
patent licensee, with the Commission empowered to determine a rea- 
sonable royalty only if the two private parties in interest do not reach 
a mutually satisfactory agreement. In the third place, the entire 
provision would be effective only for a transitional period of about 
» years, in the expectation that the broadened base of private indus- 
trial participation in atomic-power development during that peried 
would make even this moderate departure from the traditional patent 
system no longer necessary. 

Section 154 (a) of the bill enlarges the category of persons to 
whom the Commission may make aw: ards | by including persons making 
any invention or discovery used in the conduct of research or develop- 
ment fields specified in section 31 and persons who make any out- 
standing contribution to the development, use, or control of atomic 
energy. Because this provision may afford an additional stimulus 
to invention and discovery in this field, we are in favor of it. 

The bill has deleted a specific provision calling for the designation 
by the Commission of a Patent Compensation Board. As we under- 
stand section 154 dealing with compensation, awards, and royalties, 
it would, in the context of the bill in its entirety, permit the Com- 
mission to create a Patent C ompensation Board to perform the func- 
tions given to the Commission in this connection. Nevertheless, in 
view of the history of admirable work by the existing Patent Com- 
pensation Board and the even greater importance of its functions in 
the future, we respectfully request restoration of the section previously 
submitted to the joint committee explicitly providing for a Patent 
Compensation Board and dealing with the matters comprehended by 
section 154 of the bill. 

The bill deletes a provision, now in section 11 (b) of the act, pro- 
viding that no patent shall confer any rights with respect to any 
invention or discovery to the extent that any invention or discovery 
is used in the conduct of research or development activities in the 
field specified in section 3 of the present act. lam informed that use 
of any patent in research on the patent itself does not, under estab- 
lished patent law, make the user liable for infringement. Hence, 
even with the deletion of the provision referred to, some use of pat- 
ented inventions in the conduct of research would be possible without 
the payment of royalties. On the other hand, the present general 
patent law does not, I am informed, permit the use in research without 
the payment of royalties of a patent on methods or instruments for 
conducting research. Hence, deletion of the section would impose a 
barrier on the type of research and development activities specified 
in seetion 3 of the present act (sec. 51 of the bill) which does not 
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now exist. Since we believe that on balance the use without royalties 
of patents for the specified research and development activities ‘would 
further invention and growth in this field, we recommend restoration 
of language substantially along the lines of section 11 (b) of the 
present act. 

The two types of facility licenses: May I say that we endorse the 
stepwise approach that the bill takes in dealing with the licensing of 
production and utilization facilities. Under section 104 of the bill, 
the Commission would be given latitude during the present research 
and development stage of reactor technology, in ‘the lic ensing of devel- 
opmental reactors, with the objective of encouraging major advances 
in practical applications. Once the Commission finds that any par- 
ticular type of reactor has been sufficiently developed to be of prac- 
tical value for industrial or commercial purposes, another set of 
licensing criteria are called into play—those prescribed in section 103. 
These criteria are quite explicit, and afford assurance that any qual- 

ified applicant seeking to use such a reactor could obtain a license to 
engage in that use, subject, of course, to the availability of special 
nuclear material and to appropriate safety and security safeguards. 

Title to special nuclear material: The bill requires that the Gov- 
ernment retain title to all special nuclear material whether furnished 
by the Government or produced by licensees in privately owned reac- 
tors. As you know, the Commission’s original recommendations in 
this area contemplated the possibility of private ownership of special 
nuclear material used or produced in reactors, so that the Govern- 
ment was under no obligation to acquire the material and the licensee 
had some incentive, under appropriate security safeguards, to seek a 
commercial outlet. Nevertheless we would not oppose the approach 
taken in the bill, so long as it is coupled with a discretion in the Com- 
mission to decline to license reactors which produce special nuclear 
material beyond the point of the Government’s projected needs for 
such material, and so long as the Commission has some flexibility in 
the prices it is required to pay. We believe that the revised bill gives 
the Commission this discretion and flexibility. 

Effect of definitions of production and utilization facilities: In view 
of the definitions in section 11 of the terms “production facility” and 
“utilization facility,” the Commission would have flexibility to exclude 
from the definitions, and hence from the licensing features of the bill, 
equipment or devices not capable of producing or using significant 
quantities of special nuclear material and not important from the pub- 
lic health and safety standpoint. 

Charges to be made for special nuclear material: Section 53 (d) 
contains specific criteria to guide the Commission in determining the 
prices to be charged licensees for the use of special nuclear material. 
In determining a reasonable charge to be made for the material, the 
Commission is required to consider, in addition to its cost, the use to 
be made of it, the extent to which the use will advance peacetime 
atomic-energy developments, the energy value of the material, and 
whether it is to be used under a research and development license or a 
commercial lice1se. These are fair criteria, we believe, and would 
give us adequate guidlines in establishing the fees to be charged. 

Safeguards on ‘transfer of special nuclear material: Par agraph (6) 


of subsection 53 (e) isa provision that modifies the prohibition in the 
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present act against the transfer of bomb quantities of special nuclear 
material. It provides that special nuclear material can be supplied 
“on terms, as may be established by rule of the Commission, such that 
no user will be permitted to construct an atomic weapon.” We under- 
stand that under this provision the Commission may transfer special 
nuclear material under license conditions and regulations concerning 
use, security, and inspection which the Commission believes adequate 
to insure that the applicant would not have the opportunity to con- 
struct a weapon. 

Allocation of special nuclear material in short supply: Section 53 
(f) contains guides for the Commission to follow in allocating spec ial 
nuclear material where it in short supply because of military require- 
ments. This section provides that preference in such an event shall be 
given those activities which are most likely in the Commission’s opin- 
ion to contribute to basic research and development of peacetime uses 
of atomic energy or the economic and military strength of the Nation. 
We endorse this preference provision. 

Maximum-license term: The maximum-initial term of a commer- 
cial license under section 103 (c) has been fixed at 40 years. We believe 
that this will provide sufficient flexibility for the Commission to relate 
the maximum-initial term of the license to the needs of the individual 
licensee. 

Corporations under foreign control: Section 103 (d) prohibits the 
issuance of licenses to any corporation that the Commission knows or 
has reason to believe is subject to foreign ownership, control, or dom- 
ination. We believe that this provision is desirable, and should prove 
to be an adequate safeguard. 

Antitrust law: Under section 105 the Commission has discretion to 
revoke the license of a person determined by judicial proceedings to be 
in violation of the antitrust laws. We believe that this approach is an 
appropriate one. 

Exemptions from licensing: Section 109 makes it entirely clear that 
the licensing system would not apply to activities under contract with 
and for the account of the Commission, or to the acquisition or use of 
military reactors by the Armed Forces pursuant to Presidential 
approval. 

Discretion to refuse licenses where no need for the special nuclear 
material to be produced: Even more important, section 109 would 
make it clear that the Commission would have the discretion to refuse 
to issue licenses which in the Commission’s opinion would result in the 
production of special nuclear material beyond an amount needed to 
meet national requirements. 

Authority to prescribe regulations: Section 161 (i) expressly gives 
the Commission authority to prescribe enforcible regulations and 
orders to protect the security of information and of materials, and to 
provide additional health and safety protection in connection with any 
activities authorized pursuant to the act. This provision is essential 
to carry out the purposes of the act. 

Commission-furnished materials and services: Section 161 (m) pro- 
vides needed authority for the Commission to make long-term con- 
tracts to supply licensees with services and materials (other than spe- 
cial nuclear material) needed in the initial stages of the new industry. 
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Parenthetically, may I say that the bill does not contain this same 
express long-term authority with respect to special nuclear material, 
and we recommend its insertion. Section 161 (m) also establishes 
pricing criteria which would require the Commission to establish its 
charges for materials or services furnished on such a nondiscrimina- 
tory basis as in the Commission’s opinion will provide reasonable 
compensati ion to the Government and will not discourage development 
of independent sources of supply. It is further provided that any 
agreement may be canceled by the licensee at any time upon payment 
of reasonable cancellation charges; this would permit licensees to 
transfer their work to privately developed sources if they believed it to 
their advantage todoso. We endorse these provisions. 

Provisions authorizing recapture of special nuclear material or 
Commission operation of privately owned facilities: The bill recog- 
nizes several situations in which the recapture of special nuclear ma- 
terial from licensees, or Commission operation of the licensed facili- 
ties, would be appropriate. Section 108 covers the contingency of war 
or national emergency, authorizing the Commission in that event to 
recapture the material or operate the facility where it deems such 
action necessary to the common defense and security. Section 186 
(c) authorizes the Commission, upon revocation of a license, to re- 
rn the special nuclear material, and further provides that in 

‘ases of extreme importance to the national defense and security or 
the public health and safety, the Commission may recapture the ma- 
terial or a the fac ility prior to completing ‘the revocation pro- 
cedures. Section 188 authorizes the Commission to continue operation 
of a facility the license for which has been revoked, if continued 
operation is impelled by the public convenience and necessity. While 
we have some minor comments about these specific provisions, it is 
clear that a residual power to recapture the materials or operate the 
facilities in these contingencies is important. 

Uranium on the public lands: The Atomic Energy Act of 1946 re- 
serves to the United States all source materials in the public lands, 
and directs the Secretary of Interior to include a reservation of 
source materials in every patent, conveyance, lease, permit, or other 
authorization to use the public lands or their mineral resources. The 
further provision is made, however, that persons holding lands sub- 
ject to such a reservation may exercise their rights— 
as if no reservation of such materials had been made * * * except that * * * 
such material (extracted source material) shall be the property of the Com- 
mission and the Commission may require delivery of such material to it. 


Moreover, if the Commission requires delivery— 


it shall pay * * * such sums, including profits, as the Commission deems fair 
and reasonable. 
As a practical matter this reservation has been of no economic value 
to the Government, since the Commission has paid the same price for 
source materials originating on lands subject to the reservation as it 
has for source materials originating on lands owned in fee without 
reservation whatsoever. 

The only practical effect of the reservation has been prejudicial to 
the Commission’s program, in that it has been a source of confusion 
to the mining industry. Although the Commission has taken the 
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position, concurred in by the Department of Interior, that despite the 
reservation a valid mining claim may be established on the basis of 
discovery of a source material alone, miners have felt that in the ab- 
sence of a judicial decision confirming this position, the title to their 
mining claims might be in doubt. Deletion of the reservation, as the 
bills propose, would entirely eliminate this source of doubt. 

With the deletion of the reservation, two further adjustments in the 
act appear to be necessary : 

1. There is an area in which withdrawal of public lands by the See- 
retary of Interior or withdrawal by operation of law because the lands 
are within the scope of the mineral leasing acts makes it necessary for 
the Commission to issue leases to private parties for the development 
and extraction of source materials. One of the legal bases of the Com- 
mission’s authority to issue such leases is the reservation. Hence, if 
the reservation is removed, prudence suggests that the Commission’s 
authority to issue leases be made explicit. Section 67 of the bills would 
do precisely that. 

2. The reservation comprehends a right in the Commission to enter 
upon lands to which the reservation is applicable for the purpose of 
prospecting or exploring. With the deletion of the reservation, it 
would be well to confer this authority specifically upon the Commis- 
sion. This is done in section 66 (c) of the bills. 

International cooperation : Section 123 requires that proposed agree- 
ments for cooperation with other nations be submitted to the Joint 
Committee on Atomic Energy and that a period of 30 days elapse 
while Congress is in session, unless such 30-day period is waived by 
the Joint Committee in writing. We believe that this requirement can 
safely be dropped. We are required by another provision of the bill 
to keep the Joint Committee fully and currently informed of all ac- 
tivities of the Commission. We would, as heretofore, keep the Joint 
Committee completely informed concerning these matters from the 
moment of initiation of discussions and continuously through any 
negotiations that might ever arise. We recommend, therefore, that 
the special requirement for submission of proposed agreements for 
cooperation to the Joint Committee be eliminated. 

Determination of special nuclear and source materials: Similarly, 
sections 51 and 61 permit the Commission to establish new categories 
of special nuclear materials and source materials, provided that cer- 
tain criteria are met and the President has expressly assented. The 
Commission’s determination, together with the assent of the Presi- 
dent, must then be submitted to the Joint Committee on Atomic Energy 
and a period of 30 days must elapse while Congress is in session, unless 
such 30-day period is waived by the Joint Committee. For the rea- 
sons which I have just indicated with respect to the corresponding 
requirement in section 123, we believe that this requirement can safely 
be dropped, and we recommend that it be eliminated. 

Definition of restricted data: As the President pointed out in his 
message of February 17, the present definition of restricted data 
requires Commission control over much information relating to the 
military utilization of atomic weapons which is primarily military 
in nature. Responsibility for the control of such information logi- 
cally should rest with the Department of Defense, and not with the 
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Commission. Subsections (c) and (d) of section 142 reflect the pri- 
mary interest of the Department of Defense in information relating 

rimarily to the utilization of atomic weapons and afford a statutory 
Code for giving the Department of Defense a share in the control of 
such information. 

We should like to suggest that the legislation under consideration 
include a further amendment in this respect, as recommended by the 
President. We suggest that the word “utilization” (of atomic 
weapons) be deleted from the restricted data definitions. The con- 
sequence of such an amendment would be that information relating 
exclusively to the military utilization of atomic weapons, and not at 
all to the design or manufacture of atomic weapons, would be removed 
completely from the restricted data category. On the other hand, 
information concerning the utilization of atomic weapons which also 
relates, even in some minor degree, to design or manufacture of atomic 
weapons would remain within the restricted data definition. 

Chairman Coiz. The record should show that Dr. Smyth has moved 
in to relieve Mr. Campbell. 

Dr. Smyru. Classification and declassification of restricted data: 
The Commission is directed under section 142 of the bill to classify 
as restricted data that data falling within the statutory definition of 
restricted data which requires protection in the interest of the common 
defense and security. Thus, section 142 appears to establish two cate- 
gories of restricted data—a larger category embracing all data within 
the definition and a second category of data, drawn from the first 
‘ategory, requiring protection in the interest of the common defense 
and security. 

We assume that the espionage provisions of the Atomic Energy 
Act, which are applicable to certain acts involving restricted data, 
are intended to apply only to the second category, that is, only to that 
data within the restricted data definition which, in the Commission’s 
opinion, requires protection in the interest of the common defense 
and security. 

This means that the Commission, by its action in classifying 
as restricted data information within the definition of restricted data 
which requires protection in the interest of the common defense and 
security, would be designating that information which will be subject 
to the protection of the espionage provisions of the Atomic Energy 
Act. It appears to us that it would be necessary, in the event of a 
prosecution under the espionage provisions of the act, for the Govern- 
ment to establish that the particular document or item of restricted 
data involved was classified as restricted data by an appropriate offi- 
cial to whom the classification authority had been properly delegated, 
and that the classification was in accordance with the classification 
guides. We can also foresee the possibility that the Government 
would be forced to introduce classified classification guides in evidence 
in order to maintain a successful prosecution. 

In view of these practical difficulties, we urge that section 142 (a) 
be eliminated from the pending bills and that there be substituted a 
declassification provision such as the following: 

The Commission shall from time to time determine the data, within the defini- 
tion of restricted data, which can be published without undue risk to the 


common defense and security and shall thereupon cause such data to be declassi- 
fied and removed from the categories of restricted data. 
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Absolute liability for unauthorized disclosure of restricted data: 
Sections 227 and 228 of the bills under consideration make it an 
offense, punishable by a fine of $2,500, for persons who are or have 
been engaged in Government programs, or in programs licensed by 
the Commission, or who have received access to restricted data from 
such persons, to communicate restricted data to any unauthorized 
person, where they know or have reason to believe that the data is 
restricted data and that the recipient is not authorized to receive it. 

The Commission supports these provisions. We feel, however, that 
such absolute liability should not extend to individuals who inad- 
vertently or unconsciously communicate such data. Section 228, which 
applies to individuals who have received restricted data from pro- 
grammatic sources, would impose liability only where the individual 
knowingly communicates the restricted data to unauthorized persons. 
On the other hand, section 227, which relates to individuals who are 
or have been employed in the program, omits “knowingly” before the 
verb “communicates.” This may give rise to an inference that un- 
authorized communication of restricted data is an offense under 
secion 228 only if committed knowingly, but that unauthorized com- 
munication is in itself an offense under section 227 whether committed 
knowingly or not. We recommend that the word “knowingly” be 
inserted before “communicate” at line 1, page 89, of the May 21 
committee print. 

Control of information: Section 146 (b) of H. R. 8862 and S. 3323 
provides that the Commission shall have no power to control or 
restrict the dissemination of information other than that seecihanlly 
granted by this statute or any other statute. The Commission 
strongly recommends that this provision be eliminated. 

This provision seems intended to deprive the Commission of im- 
plied or inherent authority. We are fearful that the limitation of 
this section may deprive us of authority which may be needed not 
only in the security field but also with respect to control over infor- 
mation which should be retained as confidential for administrative 
reasons, such as medical records, personnel files, investigative reports, 
and contemplated site-selection actions. This might have most un- 
desirable consequences, particularly with respect to sec urity matters. 

The language of section 146 (b) is quite broad. We cannot now 
determine precisely how it might affect our authority to deal with 
particular circumstances w hich may arise in the future in a manner 
consistent with sound administration and effective security. We are 
concerned, however, that the area of information control specifically 
authorized by statute may be too narrow to permit appropriate dis- 
charge of our responsibilities. 

Inspection Division: Section 25 (c) of the bills under consideration 
would establish a statutory Inspection Division responsible for gath- 
ering information to show whether or not contractors, licensees, and 
officers and employees of the Commission are complying with the civil 
provisions of the act and AEC rules and regulations. The function 
of inspection is, of course, a most important one. At the present time 
the Division of Security, the Division of Construction and Supply, 
and the Division of Finance are all responsible for performance of 
various inspection functions. From time to time the Commission or 
the General Manager may constitute special inspection units to meet. 
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particular situations. Since inspection is a very important ingredient 
of sound management of a program such as the Commission’s, we 
feel that inspection should be a tool of management, and that we 
should have flexibility to adapt our inspection function to the particu- 
lar needs of management. Accordingly, it is our recommendation that 
section 25 (c) be deleted from the bills under consideration. 

Construction authorization: Section 261 of the pending bills would 
authorize the appropriation of funds necessary and appropriate to 
carry out the provisions and purposes of the act, except funds for 
the acquisition of real property and plant construction or expansion. 
As we understand this exception, we would need special legislation 
authorizing acquisition of real property and plant construction or 
expansion before funds could be appropriated for these purposes. 
The Commission has heretofore commented in considerable detail 
upon legislation which would require special authorization for plant 
construction or expansion as a prerequisite for the appropriation of 
funds. The Commission’s views were expressed in a letter of August 
15, 1951, to the chairman of the joint committee from Mr. Pike, then 
Acting Chairman of the Commission. This matter was again dis- 
cussed with the joint committee in hearings before the committee on 
March 10, 1952. Most recently, in my letter of May 18, 1954, ad- 
dressed to the chairman of this committee, the Commission again 
expressed its belief that a requirement for authorizing legislation, of 
the type included in section 261, might serve to delay completion of 
programs, the early completion of which is vital to the national se- 
curity. We strongly urge that this provision be deleted from the 
pending legislation, and that the language of section 261 remain as it 
is in section 19 of the Atomic Energy Act. 

(The material referred to is as follows :) 


MEMORANDUM Re PROPOSAL To REQUIRE AUTHORIZING LEGISLATION FOR 
CONSTRUCTION PROJECTS OF THE ATOMIC-ENERGY PROGRAM 


The Joint Committee on Atomic Energy has proposed including in the pending 
amendments to the Atomic Energy Act of 1946 a further amendment which would 
require that acquisitions of land and construction of facilities by the Commis- 
sion be specifically authorized by the Congress prior to the making of appropria- 
tions therefor. 

The Atomic Energy Commission, at the present time, has general authority 
under the Atomic Energy Act to undertake new construction projects, and sec- 
tion 19 of the present act authorized appropriations for such construction work 
as may be required to carry out the provisions of the act. The flexibility pro- 
vided under this act has been limited since 1950 by the inclusion of a rider in 
annual appropriation acts which prohibits the use of funds appropriated for 
construction of any project not included in the budget. From 1950 to 1952 some 
relief from the restrictive provisions of this rider was provided in the form of an 
exception for projects not included in the budget which were found by the 
Director of the Bureau of the Budget to be essential in the interest of national 
defense and security. This exception, however, was not provided in the 1953 
and 1954 acts. Recently there has developed an urgent need for additional 
flexibility, and relief was sought in connection with the presentation of our 
revised 1955 budget to the Congress. 

On March 10, 1952, in hearings before the Joint Committee on Atomic Energy, 
the Commission expressed its views on a proposal similar to the one now being 
considered, and indicated its concern on the delays the requirement for authoriz- 
ing legislation would introduce into vital projects of the atomic-energy program. 
Since that time the fast-moving thermonuclear program has come into being 
and has demonstrated the necessity for assuring that the Commission retain 
sufficient flexibility to carry out its program without delay: Shortly after the 
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President transmitted his budget for the fiscal year 1955 to the Congress, it was 
necessary to revise the Commission’s budget to provide for changed military 
requirements resulting from further evaluations of the thermonuclear program. 
Although the revisions contained some changes in previous construction projects 
and the addition of new construction items, it was realized that until evaluation 
of the results of the current Castle test series, the exact plant facilities and their 
capacities could not be determined. These amendments to the Commission’s 
1955 budget, transmitted to the Congress by the President on March 4, 1954, 
included an amendment to the present construction rider which would exempt 
from its provisions the construction of weapons facilities and production facil- 
ities. The House, recognizing that certain adjustments in the construction pro- 
gram would have to be made as the results of the Castle tests become known, 
approved an amendment to the construction rider. While not the same as fl 

amendment requested by the President, the House amendment would permit the 
Commission to substitute construction projects for those enumerated in tl 

budget, provided they are within the limits of costs included in the budget. This 
will permit the Commission, after Castle tests have been completed, to make such 
adjustments as may be necessary and to proceed immediately with construction. 

If the Atomic Energy Act were amended so as to require specific authorization 
for construction, the flexibility provided under the provision of the present act 
and the language of the 1955 appropriation act as passed by the House would 
not be available to the Commission. Unless the authorizations for construction 
projects were very general in nature, the Commission would be tied to specified 
projects and if technical changes or military requirements dictated revisions in its 
program, new authorizing legislation might be necessary. This would tend to 
further delay the start of such construction, especially if the need for such 
changes become apparent at a time when Congress was not in session. 

For example, our 1955 budget included funds for certain construction projects 
based on the assumed results of the Castle tests. We did, however, point out 
several possibilities which would substantially change the location and types 
of plants to be constructed. The provision in the 1955 appropriation bill will 
give the Commission the flexibility required to immediately start construction 
of plants to carry out a weapons program based on the actual results of the 
tests. 

Under a requirement for authorizing legislation, however, the Commission 
would first need to have definitive test data in order to firm up the changed con- 
struction projects and then proceed to get authorization. With authorization 
finally available, the Commission would then have to go through the appropria- 
tion process. It is apparent which of the above procedures would cause the 
greatest delay. 

In connection with such legislation, there must also be considered the cost 
estimates of specific projects to be included in the authorizing legislation. It 
is difficult to provide firm cost estimates on many of our construction projects, 
particularly projects which must be started before designs are complete. To the 
extent that specific authorization for projects were to include cost limitations, the 
Commission would be in a difficult position if it became apparent, as construction 
progressed, that the cost of the project would exceed the amount anthorized in 
the enabling legislation and new authorizing legislation might be required. 

Most of the points discussed before the Joint Committee on Atomic Mnergy in 
March of 1952, and which were contained in printed hearings of the committee, 
are equally applicable now. While it is true that the Congress at the present time 
enacts specific legislation authorizing certain construction projects of the De- 
partment of Defense, we understand that such authorizing legislation is not 
required for industrial-type facilities required for production purposes. The 
bulk of AEC construction is of this nature. It is also in connection with the 
construction of production facilities that the Commission requires the greatest 
flexibility to make changes in the type and scope of individual projects without 
delay. Ordinarily there is no serious problem of delay where administrative or 
community-type facilities are involved, but these represent only a very small 
portion of the Commission’s construction program. 

In previous testimony before the Joint Committee on Atomic Energy, the Direc- 
tor of the Bureau of the Budget indicated that, under an authorization proce- 
dure, it would not be possible to transmit in the President’s budget an estimate 
for the plant and equipment appropriation of the Commission until after enabling 
legislation had been enacted. Since the operating expense appropriation in any 
Commission budget contains funds pertaining to plants for which construction 
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funds are being requested, it might also be necessary to withhold these amounts, 
or possibly the entire operating expense amounts, from the President's budget, 
until after the enabling legislation had been enacted. 

The committee can judge better than we the time necessary for congressional 
action on annual authorizing legislation. It is conceivable that delays subse- 
quent to the reporting of an authorizition bill by the joint committee could result 
in submission of the annual appropration request to the Congress at about the 
same time that appropriation action is completed under the present procedure 
Thus the appropriation of funds might not take place under these circumstances 
until well after the beginning of the applicable fiscal year or possibly until the 
following fiseal yexur. 

It appears to the Commission that requiring enabling legislation for construc- 
tion projects would lead inevitably to delays in getting on with the program. 
On the other hand, the Commission recognizes the desire of the joint committee 
to be fully informed on the appropriations required for the atomic-energy pro- 
gram and to be assured that adjustments in appropriation requests made by the 
Congress will not seriously affect the program. In previous years, the Commis- 
sion has made presentation of its budget to the joint committee prior to appear- 
ances before the Appropriations Committees in order that the committee may 
liave an understanding of the program being proposed. The Commission would 
hope that such a presentation would afford the committee ample opportunity 
to review the budget so as to make enabling legislation for construction projects 
unnecessary. 

Mr. Srravuss. With your permission, Mr. Zuckert will continue and 
conclude the statement. 

Chairman Cotz. Very well, Mr. Zuckert. 

Mr. Zucxert. Miscellaneous AEC legislative proposals recently 
submitted to the joint committee: Very recently we forwarded to the 
joint committee a group of nine miscellaneous legislative proposals. 
Six of these proposals are covered in the bill, and I should like to take 
this ey to discuss each of them briefly with you. 

t the present time members of the General Advisory Committee 
are compensated pursuant to section 2 (b) of the Atomic Energy Act 
at the rate of $50 for each day spent at meetings or conferences. This 
is the same rate of compensation as is paid to many AEC consultants 
and members of advisory boards and does not reflect the greater im- 
P ortance of the General Advisory Committee or the greater responsi- 
ilities resting upon its members. Section 26 of the revised bill would 
permit the Commission to establish their per diem compensation at 
$100, which is the figure we have hitherto proposed. 

2. Subsection 161 (1) of the bill would authorize the Commission 
to obtain admittance free of duty into the United States of materials 
essential to its program, upon certification that such entry is necessary 
in the interest of the common defense and security. Until late in 
1952, the Commission imported certain commodities free of customs 
inspection and duty payments under authority of the First War 
Powers Act and Executive Order No. 9829, dated February 21, 1947. 
This authority expired on October 28, 1952. 

Although the proposed amendment is couched in terms of importa- 
tion of materials free of duty, our primary consideration is not to 
avoid payment of duty but rather to avoid customs inspection which is 
a necessary incident to a determination concerning payment of duty. 
For reasons of health, safety, and security, it is necessary to avoid 
customs inspection of certain items imported by or for the Commis- 
sion, and in those instances the amendment would permit entry free 
of duty and customs inspection on Commission certification. Uranium 
is the principal commodity in this category, and at the present time, 
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in the absence of express legislative authority, the health, safety, and 
security considerations are being taken care of by administrative ar- 
rangement with the Bureau of Customs. It is desirable, however, to 
cbtain permanent legislative authority of this kind. 

The limiting language that has been added to this subsection, re- 
stricting the use of the authority in the case of materials and supplies, 
other than source materials, which are adequately available in the 
United States, is acceptable to us. 

3. Subsection 161 (n) of the bill would authorize the Commission 
to provide for training of its scientific, technical, professional, and 
administrative personnel by public or private agencies, institutions of 
learning, laboratories, or industrial or commerce ial organizations. This 
provision would give the Commission authority analogous to that 
presently possessed in this respect by other agencies of ‘the Govern- 
ment such as the Department of Defense, the ee of State, 
Central Intelligence Agency, and the National Advisory Committee 
for Aeronautics. Possession of this authority is believed highly de- 
sirable from the standpoint of the Commission’s activities for the fol- 
lowing reasons: 

(a) The shortage of scientific and technical manpower in fields pe- 
culiar to the atomic energy program frequently necessitates AEC 
employment of scientific and technical personnel whose degree of edu- 

‘ation and training is somewhat less than is needed for the initial 
optimum performance of their assignments. This means that a rela- 
tively long period of on-the-job training is required in order to de- 
velop their skills. This training could be considerably shortened, with 
substantial incidental savings of time, money, and effort to the Gov- 
ernment, if such employees could be sent to educational institutions 
and research laboratories for short specialized courses in the neces- 
sary fields. 

(+) The rapid advancement of knowledge in science and technology 
makes highly desirable a continuation of the education of AEC scien- 
tifie and technical personnel to enable them to keep abreast of new de- 
velopments. This can be accomplished through special courses or 
seminars at educational institutions or research laboratories. 

(ec) Within the AEC, a large number of key administrative posi- 
tions are held by employees with scientific and technical backgrounds 
who have had very little, if any, formal training in administration 
or management. Short courses of instruction in administration and 
management offered by leading graduate schools and professional 
societies would be of great value in terms of the overall efficient ad- 
ministration of the AEC program. 

(d@) A career training and development plan is being prepared for 
certain key personnel of the AEC. Authority to send such employees 
to educational or research institutions for special institutes or seminars 
would be essential for the effective operation of the program. 

(e) Many management specialists and technicians in the AEC have 
knowledge and skills within fairly narrow specialties. Full develop- 
ment of their potential would require broadening experience or train- 
ing in other fields of management than the one in which they have 
been serving. In many instances it would be less costly in time and 
effort to the AEC to assign these persons to short management courses 
than to attempt to rotate them among the management divisions of the 











610 AMEND ATOMIC ENERGY ACT OF 1946 


AEC to attempt to broaden their knowledge and develop their admin- 
istrative skills. 

We have no objection to the language inserted in this subsection 
to the effect that not more than 1 percent of the employees in these 

categories shall be so assigned during any fiscal year. 

4, Section 167 would authorize the C ommission to make adminis- 
trative settlement of damage claims of up to $5,000 arising from the 
Commission’s program for testing devices utilizing fissionable ma- 
terial as military weapons. 

The Commission has conducted, and will conduct in the future, 
tests for the purpose of developing and proving atomic weapons. 
Nevada test activities have in the past resulted in some damage to 
private property. To date a scales number of damage claims 
arising out of these activities have been settled administratively un- 
der section 2672 of title 28 of the United States Code (Federal Tort 
Claims Act), which authorizes the administrative settlement by heads 
of Federal agencies of certain damage claims not in excess of $1,000. 
The United States napa Court, in Dalehite v. United States (73 
Sup. Ct. 956 (1953) ), held that the Federal Tort Claims Act does not 
cover damage on against the Government in the absence of fault 
or negligenc e on the part of the Government or its agents. This in- 
terpretation of the Tort Claims Act makes it desirable that the Com- 
mission seek a firmer statutory basis for administrative settlement of 
meritorious claims for damage arising out of AEC weapons test ac- 
tivities, since it is to be expected that these activities may result in 
some personal injury or property damage without any fault or negli- 
gence on the part of the Government or its agents. Moreover, it is 
desirable that the Commission have authority to settle meritorious 
claims arising from the test activities up to $5,000 in amount rather 
than only to the limit of $1,000. Such authority is important from 
the standpoint of equity and fair play and continued public accep- 
tance of the AEC’s weapons test program. In addition, since dam- 
age claims arising from these activities might involve restricted data 
or other security information, it would appear desirable that a pro- 
cedure exist to settle these claims administratively. 

While the new section is primarily designed to cope with the prob- 
jem of damage claims arising out of our continental tests, it is not 
geographically so limited, and its enactment would permit settle- 
ment of claims within its coverage that arise out of our Pacific tests. 
Its enactment would not, however, preclude the handling of claims 
of foreign nationals at an international level, nor would it affect any 
other avenues for relief that a claimant might elect to pursue. 

5. Section 229 of the bill would increase from 3 to 10 years the 
period of limitations for indictment for noncapital offenses involv- 
ing violation of the espionage provisions of the act. At the present 
time, the period of limitation for violations of these provisions that 
do not constitute a capital offense 1 is 3 years, under the general limita- 
tion provision of 18 U. S. C. 3282. Section 19 of the Internal Se- 
curity Act of 1950 raised from 3 years to 10 years the period of limi- 
tation within which an indictment might be found for violations of 
the comparable provisions of the Espionage Act (18 U.S. C. 792, 793, 
794) other than violations constituting a capital offense for which 
there is no period of limitation. Section 229 would thus add a pro- 
vision parallel to section 19 of the Internal Security Act. 
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6. Section 3, on page 92 of the bill, provides for legislation, similar 
to but more limited than that enacted several years ago with respect 
to the AEC installation at Los Alamos (Public Law 14, 81st Cong., 
approved March 4, 1949), for retrocession to the State of New Mexico 
of exclusive jurisdiction now held by the United States over certain 
lands in the AEC Sandia Base. 

Retrocession would establish uniform jurisdiction throughout the 
AEC held housing area at Sandia base. At present, the housing area 
is so divided that in one part, which is under State jurisdiction, resi- 
dents enjoy the right to vote in the State of New Mexico and have 
access to the State courts for divorce actions and estate probate, while 
in another equally large portion, which is under exclusive Federal 
jurisdiction, the residents do not have such civil rights. The denial 
of ordinarily available private rights to these persons is far more than 
a matter of personal inconvenience. 

The proposed retrocession would not affect the status of other land 
within AEC Sandia base, much of which is under exclusive Federal 
jurisdiction. It would necessitate little change in existing arrange- 
ments. Sandia Base would remain an enclosed area. 

The Commission has previously recommended to the joint com- 
mittee, legislation which would restore exclusive jurisdiction over all 
AEC held land at Sandia base. The problem created by lack of State 
jurisdiction is, however, confined largely to the housing area and our 
further experience in Sandia operations indicates that the lack of 
State jurisdiction over other AEC held land will not impede our 
program. 

We recommend favorable action on the provisions of the revised 
bill which I have been discussing. We should also like, respectfully, 
to urge favorable committee consideration of the remaining three 
items which we proposed. 

1. The first of these is an amendment which would authorize the 
Commission to guarantee loans made by public or private financing 
institutions in connection with foreign production and deliveries of 
source material to the Commission, and to make payments in connec- 
tion with such guarantees out of appropriated funds that are available 
for the acquisition of source materials. 

In developing foreign sources of uranium and arranging for its 
purchase, the Commission has found it necessary to be in a position 
to arrange for dollar loans, on a long-term basis, to producers of 
source materials, The entire South African uranium production pro- 
gram is based on loans to the individual producers for the capital 
expenditures required. The United States portions of these loans 
have been made by the Export-Import Bank under 100-percent guar- 
antees by the Commission. If the South African program is to be 
expanded by the inclusion of new mines or the expansion of produc- 
tion facilities at mines presently in the program, it will be necessary 
to continue to be in position to guarantee similar loans. It may be 
necessary to follow a similar pattern in other uranium producing areas 
such as Australia or South Africa. The Commission presently guar- 
antees these loans under the authority of the Defense Production Act 
of 1950,asamended. The guarantee authority has been extended year 
by year until the end of the last session of Congress when it was ex- 
tended to June 30, 1955. Since there is no assurance that it will be 
further extended, the Commission finds it difficult to do planning for 
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acquisition of estimated requirements and to engage in negotiations 
with assurance that the Commission will be able to continue to guar- 
antee loans for source materials. This assurance would be provided 
if the Commission were given independent and unequivocal authority, 
as a part of its organic act, to guarantee loans in connection with the 
production of source materials. Such authority would supplement 
and be consistent with existing authority in connection with the acqui- 
sition of source materials contained in the Atomic Energy Act. 

The amendment we proposed is an adaptation of the language of 
section 301 of the Defense Production Act of 1950, as amended, to the 
narrow area of guarantee of loans made in connection with acquisi- 
tion of source materials from foreign sources. The authority would 
expire June 30, 1958, unless extended by Congress in the light of then 
apparent needs. 

The Defense Production Act provides for the designation by the 
President of a fiscal agent to act on behalf of the guaranteeing agen- 
cies in connection with the broad defense-loan program, and the Fed- 
eral Reserve banks have been designated by the President as fiscal 
agents with respect to loans made by private institutions. The Fed- 
eral Reserve banks do not act as fiscal agents with respect to loans 
made by the Export-Import Bank. In view of the narrow area of 
activity contemplated under the proposed amendment to the Atomic 
Energy Act, it does not appear necessary to provide in this amendment 
for the designation by the President of a fiscal agent to act for the 
Commission. The proposed amendment would provide, however, that 
as long as the Defense Production Act of 1950, as amended, and the 
Defense Production Act Amendments of 1953 are in effect, the Com- 
mission would guarantee loans in accordance with those acts. 

2. We also proposed an amendment which would make it a mis- 
demeanor to trespass upon any Commission property that the Com- 
mission by regulation has designated as a restricted area, or to intro- 
duce weapons, explosives, or other dangerous items onto any Com- 
mission property that the Commission by regulation has designated 
as a prohibited area. Notice of such regulations would have to be 
conspicuously and appropriately posted. 

This proposal is designed to supplement, from the security view- 
point, other Federal statutes protecting against espionage, sabotage, 
or depredation of Government property. It would give the Commis- 
sion useful standby authority that it does not now have for dealing 
with these types of problems. For example, it would be quite useful 
in furnishing a sound legal basis for prosecuting trespassers on Com- 
mission property in the absence of any Federal trespass statute of 
general applicability. 

3. Our last proposal was an amendment patterned after sections 
795 and 796 of title 18 of the United States Code, which would pro- 
hibit the unauthorized photographing or sketching of AEC installa- 
tions, facilities, and equipment designated by the Commission as 
requiring protection for this purpose. At the present time there are 
no statutory prohibitions against photographing or sketching of AEC 
installations, facilities, or their components unless such acts are of 
the sort which fall within the coverage of the espionage laws. The 
Commission believes that the authority to enforce prohibitions against 
unauthorized photographing of AEC installations, facilities, and 








le aR = 


a A Ay 


a 


eal iA NG AD at ones 


at a eS A RB 


| 
i 





AMEND ATOMIC ENERGY ACT OF 1946 613 


equipment of security significance is necessary in the discharge of its 
security responsibilities. 

I might say that with respect to the last two items—the trespass and 
photographing amendments—we hold no special brief for including 
them in this bill if the result we want can be achieved by amending 
other statutes. We do need the security and protection that they 
would afford and hope that their substance can be incorporated in 
legislation yet this session of Congress. 

(The charts are as follows:) 


APPENDIX A 


Costs for generating electricity from new postwar utility thermal plants 


Capacity, 


Cost of generation—mills per kilowatt-hour thousand Percent of | ( umulative 
kilowatts one percent 

12 to 13. ..-.. : ; : 49 0.4 0.4 
11 to 12..... 20 2 6 
10 to 11__- 68 6 1.2 
O20. 10s kivccs 67 6 1.8 
i.) aa X 282 2.3 4.1 
7 WE. Scie 1, 242 10.3 14.4 
6007. OTE 3, 1538 26. 1 40.5 
§ WS ©. disses 3, 307 27.3 67.8 
4 to 6. Aiwiisahe 2, 009 16. 6 84.4 
34. 2. 1, 527 12.6 97.0 
3 to 3. 2c Pieeaeen 358 3.0 100. 0 
Total_____ ‘ 12, 082 100.0 100.0 


NotTes,—(1) To put plants on a uniform capability basis, unit generating costs are computed on 1244 per- 
cent fixed charges, 95 percent plant factor: (2) not reflected is the market now served by internal combustion 
units. While generating costs from such units, representing about 2 percent of total United States produc- 
tion of electricity in 1952, are generally above 8 mills and run as high as 20 mills or more, the plant size is 
under 10,000 kilowatts and usually much smaller. 


Source: Prepared by AEC staff from data in Steam-Electric Plant Construction Cost and Annual Pro- 
duction Expenses, Fifth Annual Supplement, 1952, Federal Power Commission All new postwar steam 
plants (but not additions to old plants) were included in the computation 


APPENDIx B 


Estimated energy from new steam-generating capacity—1955-75 
(Generation from internal-combustion units, which comprise about 3 percent of 
‘apacity and 2 percent of total electric output, is ignored in this projection, 


since generating units are no larger than 10,000 kilowatts and are predominantly 
less than 5,000 kilowattts. Costs for utility plants from appendix A are 


assumed to be applicable also to industrial powerplants) 


[Billions of kilowatt-hours} 


Mills per kilowatt-hour 1950-55 | 1955-60 | 1960-65 | 1965-70 | 1970-75 1955-75 1955 


Percent 
12 to 13___- 1.0 0.7 0.8 0.7 3.2 0.4 
ll to 12 3 3 3 3 1.2 1 
10 to 11 1.2 1.2 1.2 1.2 4.8 5 
9 to 10____- a 1.0 }.1 y 4.2 5 
8 to 9___- 5.5 5.7 5.7 6.0 22.9 2.6 
7 to 8...-. 5 22. 5 20. 8 19.8 18.9 82.0 4 
6 to 7.... 58. 5 56, 0 54.9 56.2 225. 6 25.8 
5 to 6_- ; 65.0 58.3 56.9 7.7 237.9 27.3 
Co a = . 40.2 38. 3 38. 9 41.0 158.4 18. 1 
3to4 25. 8 27.8 29.3 31.0 113.9 13.0 
2 to 3.... ; 4.8 4.9 o. 1 5.1 19.9 2.3 
Total energy from new capacity 226. 0 215.0 214.0 219.0 874.0 160. 0 
Energy from capacity at beginning of 
period.._.._... . 288. 0 465. 0 647.0 819.0 989. 0 165. 0 
Total__-- 691.0 862.0 | 1,033.0 1,208.0 | 1,339.0 
Less retired capacity ‘ . : 44.0 43.0 44.0 42.0 173.0 
Energy from total steam generating 
capacity at end of period. 465. 0 647.0 819. 0 989.0 | 1,166.0 | 1,166.0 
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GROWTH IN U.S. CONSUMPTION of ELECTRICITY 


BILLION KWH 


BILLION KWH 
1500 


1500 





1920 25 30 35 40 45 50 55 60 65 70 75 
CALENDAR YEARS 


CHART |! 


FUEL REQUIRED FOR GENERATION OF ELECTRICITY 1950 and 75 


(WITHOUT NUCLEAR FUEL ) 
HEAT - TRILLIONS OF BTU 
0 10,000 20,000 30,000 40,000 


“4 
Sawant. cia: SRR Be elk ae take aes Ga o> tnd hs os ew Sen se gk Setiegsd 
REQUIRED o-«-—- erences — eee eee i 
| 68, 200 
SUPPLIED BY: TOTAL U.S. CONSUMPTION 
mi 
COAL 
OR lt . Bee 6 a See ww moe ee eee ee - 
<_< oe ee eee wes ee es ee ee we ee i oe es _ 
GAS 





CHART Il 


| 
| 
| 








1 i ls SAP AGB a ae 


arilicheaiibtit 


willbe 


omit 


4 





AMEND ATOMIC ENERGY ACT OF 1946 615 


MARKET FOR STEAM ELECTRIC GENERATING CAPACITY 


1955 to 1975 
DEMAND for new plant .. 
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Mr. Srravss. Mr. Chairman, this concludes the prepared statement 
of the Commission. I would like to say that it is my belief that the 
statement which has now been submitted to you has the unanimous 
concurrence of the Commission. The General Manager and the Gen- 
eral Counsel both inform me that no Commissioner has notified either 
of them of any exception to the statement or to the opinions and 
views therein expressed as to the position of the Commission. 

You will perhaps have noted, however, no reference in the statement 
to section 21, and you are aware of the divergence of views among the 
members of the Commission on this section. 

Chairman Core. The Chair feels it is appropriate at this time to 
make inquiry if there is any member of the Commission who desires 
to present independent views in addition to the composite statement 
thai has just been complete. 

Dr. Smytu. Mr. Cole, I take it that you are referring to the part 
covered by the composite statement. At the appropriate time I 
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would like to make some remarks about section 21, but it is entirely a 
matter of your choice when that was done. 

Chairman Cote. I had no particular subject matter in mind. But 
I did feel that the opportunity should be made available to every mem- 
ber of the Commission to make any additional statement he may want. 
[ do think that probably it would be best if we concentrate our dis- 
cussion on section 21 all at one time, being perhaps we can leave that 
subject to one side, and discuss that when we have completed the ques- 
tioning from the members of the committee with respect to the main 
part of the statement. 

I do not know just how we shall handle this or who will answer the 
questions. I expect it will be up to or could rest with the discretion 
of the person asking the question as to whom he wants to answer it. 
Otherwise, if it is directed to the Commission generally. I expect 
that the Chairman of the Commission will be the one to respond. 

So now we will proceed with the interrogations by members of the 
committee. 

Senator Hickenlooper ? 

Senator HickeNLoorer. Well, Mr. Chairman, this statement is quite 
an exhaustive discussion of certain of the major phases of this bill. 
I think it will constitute a reference work that people can refer to. 

I have just 1 or 2 items here that I would like to ask either the 
Chairman or any other members of the Commission about. 

On page 58, on the bottom of page 57 of the statement, and at the 
top ofp page 58, that is with ittacs to the communication of re- 
stricted data on design and fabrication being left in the discretion 
of the military authorities. In the past, I have been very much on 
the side of not granting that kind of discretion to people to com- 
municate with foreign powers or to foreign representatives of foreign 
powers. 

The present bill restricts the communication of such data to design 
and dimensions, and so on, of weapons, and it specifically prohibits 
information on the fabrication of design, and so forth, of weapons. 
It seems that the Commission’s position is that that should be relaxed 
somewhat so the military authorities in their discretion could com- 
municate restricted data on design and fabrication to our allies. that 
is, within their discretion, as the military needs might appear. 

Is that a fair statement? 

Mr. Srrauss. With the assistance of the Commission. The Com- 
mission has not been omitted from this section as a consulting body. 
I refer to section 144 and particularly the text on page 54 of the com- 
mittee nrint 

Senator Hickenwoorer. I am referring to the general discussion 
in this paper which has been presented by the Commission and I will 
read beginning on the fifth line from the bottom of page 57, the 
statement says: 

It is, we understand, imperative for the suecess of our military cooperation 
with other nations that we exchange with our allies data necessary to make them 
effective partners in resisting aggression. There is no intention of communicat- 
ing restricted data which would give away important secrets of how our atomic 
weapons are made, but the necessary cooperation may involve the communica- 


tion of data which in some incidental manner may relate to design and fabri- 
cation of atomic weapons. 
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Now I think that I understand what that statement means; that is, 
that there is no intention on the part of the Commission at this moment, 
and probably none on the part of the military forces at this moment, 
to give away any highly sensitive data on design and fabrication. 

But, by the same » token, 1 read into that a desire to have the law 
flexible enough so that the military forces, for instance, are not prohib- 
ited from giving away information on design and fabrication if in 
their discretion they think it is for the best interests of the United 
States. 

Mr. Srravss. I think not, Senator. I think it was felt that some of 
the date which they might be under the necessity of exchanging under 
this section might have some peripheral bearing on a question of slight 
security significance. It was not with the idea that any data on de- 
sign and fabrication specifically would be transferred. 

Senator HickeNnLoorer. But my question goes to the point of the au- 
os ization in the law. 

\s the law stands now, the military agencies and the executive agen- 
cies are forbidden, or would be if the law is passed as it is now, from 
giving any information on design and fabrication. 

As I understand the Commission’s position, the Commission would 
like to have that loosened up a little bit. But the only way you could 
loosen it up is to open the gate and then trust it to the discretion of 
people who are handling the information. 

Mr. Srravss. If you w vill read the last sentence in the paragraph on 
page 58, which begins with the word “Unfortunately”, our position is 
made clear there. 

We might suggest that the prohibition be modified by excepting therefrom 
communication of such data on design and fabrication of atomic weapons as the 
President determines to be essential for accomplishment of the objectives of 
section 144 (b). 

In other words, there would have to be a determination at the high- 
est level before any such information is communicated. 

Senator HickenLoorer. That, Mr. Chairman, is the very thing that 
bothers me because I am aware of one occasion when a decision was 
made to give away most of the secrets that we had in atomic energy to 
a foreign country or foreign countries. 

And I personally had something to do with stopping that because 
the law fortunately protected the interests of the United States. I 
have never regretted my action. 

Mr. Srrauss. If I am thinking of the same incident that you are, 
Senator, that decision was not made by the President, if we are speak- 
ing: about the same thing. 

Senator HickEN Looper. It is not my intention to get into the ques- 
tion of personalities as to who made the decision. But I would not 
either disagree or agree with your last statement. I will be noncom- 
mittal on that point. It was made at a very high level, but fortunately 
it did not go through. 

Now my point is this: I realize that there are occasions when it 
might be desirable to give away certain sensitive information in collab- 
oration with our allies. 

My first question is: Who are our allies; who are they now and 
who will they be tomorrow, and will the allies of today be allies of 
next month, or next year? , 
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I approach this with some considerable consciousness of our re- 
sponsibilities to protect our own interests as much as we can. I do 
not tend to favor the unlimited enlargement of this authority, putting 
it into an entirely discretionary field. 

[ have respect for the Office of the President of the United States 
always. But Presidents are individuals and they may not see things 
in the same way, and military commanders are not always of the 

same mind. And it seems to me that if we find some device in the law 
to give reasonable discretion but still an adequate control it would 
be very desirable. 

I do not say that our proposed provision in the act today is an 
adequate answer to that question fully. But I am not yet prepared 
to say that we will place the full discretion of giving this information 
to foreign governments in the hands of officeholders who change from 
time to time and who may approach these things with a little dif- 
ferent concept. 

Now, on page 61, I would appreciate it if you will refer to the 
bottom of page 60 and the top of page 61. There the Commission’s 
suggestion is a discretion in revealing restricted data to those who 
have not been invest igated or cleared from time to time. 

Again, I recall the temptations that have existed in the past, in 
actual actions in the past, of admitting people to the field of restricted 
data contrary to what I believe to be the provisions of the Atomic 
Energy Act. That was under the excuse th at it was emergent or it 
was necessary at the moment. 

I do not agree with that philosophy; that is, the philosophy of 
giving information to unauthorized persons under the theory of 
emergency. But if it is desirable, then I think that it should be 
chi inged and authorized by statute in a proper way. I believe that 
the law should be administered in acc ordance with the statute. 

Again I question the advisability of giving carte blanche discretion 
to any commission in that field. T think we might be able to find a 
formula to define that limitation and perhaps give some of the relief 
which the Commission might desire. 

It is very easy to say “Well, we will be very careful.” I agree, the 
Commission would be very careful. But attitudes change and people 
change. And if the law is opened up too much, it poses a very ques- 
tionable problem about. restricted data. This is more in the nature 
of comments I guess than questions. I think the language speaks 
for itself as to the recommendations of the Commission. 

Mr. Srravss. This particular section is of course, Senator, a de- 
scription of the committee print with which we are anxious to express 
our concurrence. 

Senator Hicken oorer. I understand. I think that that is all I 
have to say at this time. 

Chairman Core. Mr. Durham ? 

Representative Duruam. Mr. Strauss, summing it up in a few 
words, what would you say is the primary objective of the legislation 
at the present time and the need i it at the present time? 

Mr. Srravuss. Mr. Durham, I believe that my colleagues and I feel 
that there are two primary objectives in this bill. 

Representative ~aieunens You do not rate one above the other. 
You say there are 2 instead of 1. 
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Mr. Srravss. One is domestic and the other ts dealing with our 
foreign relations. 

The first one is simply the one we dealt with in our statement in 
the first place. That 1s to say to improve the climate for the devel- 
opment of the peaceful use of atomic energy, within the United States, 
specifically with respect to power. 

The second most important objective of this bill, as it appears to us, 
is to improve the climate of our relationships on the whole atomic 
energy front with our allies in the first place and with the other free 
nations of the world in the second place. 

There are of course many other subsidiary aspects of the bill that 
are important. 

Representative Durnam. Your answer is that the domestic problem 
at the present time which faces us, in amending the act, so as to place 
in the hands of private enterprise this national resource so that we 
can further develop it for the use of domestic use, and that is num- 
ber 1. 

Mr. Srravss. I did not say “private,” Mr. Durham. We were care- 
ful in our statement to say that public and private, or I believe the 
order was reversed, private and public agencies. 

tepresentative Durnam. I will accept that. 

Mr. Srravss. They were both included. And it is not aimed at the 
exclusion of public agencies that are in the power field. 

Representative Durnam. I notice in your statement here that you 
refer to this as being a great national resource that we hold in our 
hands. Under the present circumstances, of course, the act as it 
stands prohibits us from any international control. And you place 
that in the second category of importance. 

Mr. Srravss. If I understand your question correctly, Mr. Durham, 
the fact that 

Representative Durnam. The fact is that we hold all of the fission 
material or most of the fission material in the world in our control. 

Mr. Srravss. I do not think that that statement is accurate, sir. 
We hold a very substantial part of it. But I do not know whether 
I could agree that we hold most of it. 

Representative Duruam. I hope we do anyway, at least. 

Mr. Srravss. I simply wanted to answer your first question by stat- 
ing that the fact that one of these aspects was put ahead of the other 
in my response to you was not an attempt to evaluate them in terms 
of their relative importance. 

Representative Durnam. Well, I think it is important for this 
reason, Mr. Chairman, since we are faced with an amending of the 
act here so as to supply this fission material to the countries of the 
world, which I favor, provided that we have sufficient material for 
cur own domestic use. 

Now, of course, we have not had an opinion by anyone as to whether 
or not we have reached that position yet. 

Under section 7, I think it requires that we reach that point. There 
is a question in my mind as to whether we have reached the point 
of where we have sufficient material to carry out this desire. And I 
will say in my opinion it is a desirable program of cooperating with 
worldwide countries or countries in other parts of the world, but not 
all countries. 
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Mr. Srravss. I could be wrong, but I believe section 7 has reference 
to a state of technological development rather than to the question 
of whether or not there is an adequate supply of material. 

Representative Duruam. Well, of course, does it not relate to this, 
because if you did not have it you could not possibly carry it out, and 
it is necessary to have it. 

I think that it directly relates to it, and I cannot see that it does not. 

Now, the other point that I wanted to ask you about is the old 
question that has arisen here in the committee before on the authori- 
zation of projects for the Commission. I notice that you still object 
to any provisions being written into the act requiring authorization 
before you proceed with the project. 

Mr. Srrauss. That is right, Mr. Durham; and we tried to explain 
that the reason was simply because since we are attempting to com- 
plete our assignments to satisfy the military requirements at the ear- 
liest possible moment, that such a provision could have the effect of 
delaying certain programs by as much as a year. 

Representative DurHam. I would have to object to that, Mr. Chair- 
man, because I think we have reached a stage where we can, in my 
opinion, carry out the necessary projects without any delay as we have 
done in many military operations throughout the world—without any 
delay because we have had to authorize them all over the world. 

I have not had the feeling that there was any appreciable delay in 
that type of operation. I think some of them are just as important 
as these installations which we have in this project. 

That is why I am in favor at the present time of having some 
authorization. 

Mr. Srravuss. I certainly would not want to compare them as to 
importance because I would have no competence to do it. I think that 
the complexity of them is a factor where the Commission could aver 
that the delay would be expensive, and expensive in the point of time 
to meet the military requirements. That is not a new position of the 
Commission, Mr. Durham. 

Representative DurHam. I know it is not. 

Mr. Srravss. It has been consistently held for a good many years, 
as you undoubtedly know. 

Representative Duruam. I know that the old Commission did, and 
it continues to. I think it is just as important where we have author- 
ized airfields in operation throughout the world. It is just as impor- 
tant as some other things. 

Mr. Srrauss. I am sure that that is true. 

Representative DurHam. Now, I have another question which is 
rather a broad question, of course. There is a question in my mind 
as to whether or not we are getting ourselves in a position of liberal- 
izing the information or the scientific know-how, you might say, or 
whether we are getting ourselves in a position of making it tighter in 
this measure. 

I would like your opinion on that question or a direct answer on it. 

Mr. Strauss. With your permission, I would like to ask Dr. Smyth 
if he will speak to that point. 

Dr. Smyru. I believe our intention, Mr. Durham, was to liberalize 
the provisions for the control of information, particularly by estab- 
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lishing an area where we could handle information with a little less 
elaborate and costly security provisions than we now have and yet 
keep it at least in a confidential category. 

Actually, I think the declassification provisions, as I understand 
them, would essentially remain the same and we could still declassify, 
but we would have an opportunity to keep technological information 
that is rather far removed from any weapons information or of weap- 
ons-production information but is in the nature of perhaps a trade- 
secret information on power reactors or even in the fringe area 
between power reactors and production reactors. 

And we could keep that at a low level of classification. We would 
not have to have as expensive and complete investigations of all of 
the people who dealt with that information as we now have. 

I believe that this establishment of what we have sometimes referred 
to as a gray area of information would be actually very useful. 

Representative Duruam. I think that that is a question that you 
scientists have necessarily got to answer for us. As an individual 
layman, of course, I have to be guided by that. But you do not 
feel that we are getting ourselves in a position, as I might quote the 
President yesterday, of suppressing intellectualism in this measure? 

Dr. Smyru. That is a very large question, Mr. Durham. 

Representative Durnam. I know it is. And it is one that seriously 
concerns me, too, at the present time. 

Dr. Smyvu. It is somewhat apart from this bill. I have not recog- 
nized anything in this bill that had that kind of a flavor. I do not 
believe there is. 

Representative Durnam. You do not believe there is? 

Dr. Smytu. I do not think that there is. And there certainly was 
not intended to be any. 

Representative Durnam. I do not think that there is. But I want 
to be assured of that by people who have more knowledge on this 
subject than I have myself. 

Dr. SMYTH. I might say, Mr. Durham, that I did ] near a sood deal 
of concern expressed about the original form of the bill in terms of 
that penalty for the unwitting and unintended transmission of classi 
fied information. 

Representative Durnam. Who did that primarily come from, 
Doctor ? 

Dr. Smyru. From some of the scientific people who are working on 
the project. And it rather frightened them. But I think that the 
modification that has been introduced in the present provision of the 
bill takes care of that. 

Representative Duruam. I think it is the intent of the committee 
not to get itself in that kind of a position. I am sure of that. This, 
as you say, is a very, very broad question, one that, of course, is difficult 
to define. 

Cooperation, which I am for and which I believe in wholeheartedly, 
is important because I think that we have great possibilities of estab- 
lishing good relations around the world if we handle this thing prop- 
erly and sensibly. I believe it can be done, and I always have had 
confidence that it can be done if properly administered. 

Dr. Smyru. As you know, Mr. Durham, it is impossible, I believe, 
to lay down fixed rules about what information cannot be given out. 
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We do have our classification guides that we continually modify. We 
have always to balance the “advantage of giving out information 
against the advantage of keeping it secret. 

~Representativ e Durnam. That is true. 

And can you visualize the cooperation between, say, this country 
and some other country in the exchange of information under the 
measure as you have analyzed it at the present time? I mean by 
that just sitting down and talking. You have no assurance, have you? 
Or will you have any assurance in your opinion that the other side 
of the table is fully cleared for all of the security and all of the 
regulations that we might necessarily have to require in carrying out 
a measure like this? 

Dr. Smytu. I think, Mr. Durham, in the present form of the bill, 
there is a provision that makes it somewhat flexible. 

Representative Durnam. If you are not free to sit down and talk 
across the board, where are we going to get with this thing? 

Dr. Smyru. I think that we have to in terms of international 
cooperation. But it is always possible to put some limits on the dis- 
cussion, Mr. Durham. 

This is continually so in international meetings of trade organiza- 
tions, where they do not exchange all of their trade secrets even though 
they may have a very profitable meeting. This is done in national 
ineetings of trade organizations, or of profession: al organizations that 
are concerned with trade secrets. 

Representative Duruam. Has it been your feeling, or is it your feel- 
ing, that under the present measure, as it exists today, have the 
scientists been a little bit fearfully discussing things from time to time 
when they meet in their meetings here and yonder ? 

Dr. Smyru. As it exists today, you mean ? 

Representative Duruam. Yes. 

Dr. Swyru. Yes. And they still would have to guard themselves 
somewhat. 

Representative Durnam. Do you think that that will still continue 
under the act we have under consideration ¢ 

Dr. Smytu. Yes. You are not opening everything wide. But I do 
not think that you should and I do not think that you do. 

There is a specific provision here under section 144 that says that no 
such cooperation shall involve the communication of restricted data 
relating to the design or fabrication of weapons. That is immediately 
a restriction. Of course, it is a very proper one. 

Then there are provisions further back, I believe, in section 123, 
page 49, which cover the conditions of cooperation. Item B: There 
will be no cooperation until— 
the President has approved and authorized the execution of the proposed agree- 
ment for cooperation, and has made a determination in writing that the perform- 
ance of the proposed agreement will promote and will not constitute an unreason- 
able risk to the common defense and security. 

Now this provision seems to me an excellent one. It allows this 

balancing that I am talking about. It does not say that you have to 
guarantee complete security in the other nation, and you may take 
some slight risk. But the determination is that you are likely on the 
whole to benefit from the exchange. 
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Representative DurHam. Well, of course, I have always worried 
about whether or not that position that we place ourselves in, with the 
top scientists and men, of course, who have top scientific advantage 
and intelligence, whether it was a happy situation where we could find 
progress in the scientific world. I do not suppose anyone has the an- 
swer to that. 

Dr. Smytru. You should be worried. And I think that you are quite 
right. I have been less worried than I used to be, as far as the situation 
within the country is concerned; and that I think is because there is a 
sufliciently large group of people behind the security fence, so to speak, 
within the group who are dealing with these classified matters, so 
that there is a good deal of exchange and stimulation by discussion 
and criticism that we want. 

Representative Durnuam. I notice that you suggest the insertion of 
the word “knowingly” where we have that defined. 

Dr. Smyru. I think our people would have been really frightened 
if that provision had stayed as it originally was, where they might have 
been in trouble through purely inadvertent and unintentional pro- 
visions. 

Representative DurHam. Well, still there is a question in my mind, 
as to the determination of the individual who has to interpret in a 
given circumstance that a man finds himself in as to the meaning 
of the word “knowingly”, and still I am worried somewhat about 
that. 

Chairman Corr. I could discuss all afternoon and so I will pass. 

Dr. Smyru. | do not think this provision, as now written, would 
be greeted with enthusiasm, but I think they would recognize the 
reason for its being there. 

Representative Duruam. We do not want to get ourselves in a posi 
tion of suppressing knowledge to an individual, so that he can ex- 
tend out as far as possible under his ability and I know it cannot 
be done without contacts with other individuals from time to time. 
J think we have all seen that. 

Dr. Smytu. I think that that is true. 

Chairman Coxe. Mr. Holifield. 

Representative Houirmtp. Mr. Chairman, it is my understanding 
that you want the questioning to proceed on those points that the 
Commission agreed upon and not on points that are disagreed upon. 
I trust that that does not preclude us from going on and discussing 
that point. 

On page 10 of your statement at the top of the page you men- 
tioned the fact that the program calls for financing primarily by the 
Government. Does the Commission plan to accept funds from private 
companies on the five reactors in the research and development field ? 

Mr. Srravss. If we can get them, yes, sir. 

Representative Hortrretp. And what concessions do you expect to 
make if you do accept them ¢ 

Mr. Srravss. That would be so hypothetical a question, Mr. Holi- 
field, that I could not answer it. I do not know what might be 
necessary. 

Representative Hotrrrenp. You made no concessions to the 
Duquesne people, I believe you stated that in your previous testimony, 
in regard to the patent rights or anything like that 
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Mr. Srravuss. No question of patent rights so far as I know came 
up in connection with the Duquesne contract. Let me check that 
answer though, with the General Manager, who is here. 

Representative Howtrreip. Let me substitute the word “Westing- 
house.” I refer to the Westinghouse phase, not Dequesne. 

Mr. Srravuss. Will the General Manager confirm my statement that 
there were no patent rights involved at all? I think Mr. Holifield is 
speaking of the pressur ‘ized water reactor. 

Representative Horrrretp. Yes, the Westinghouse reactor project. 
I understand that the Duquesne people made a gratuity of $5 mil- 
lion for the research and development of that W estinghouse reactor. 

Mr. Srrauss. I think a proper answer to your question would be 
this: No exceptions have been given to the contractor by the Commis- 
sion. In other words they have no rights that they do not have under 
the law as it now stands. No concessions have been made. 

Representative Horirimtp. If this law is changed which allows the 
participation of private companies in the 5-reactor program and 
if in the other 4 planned reactors there is a mingling of private and 
public funds, would you plan to give to those who do participate in 
the other 4 the normal patent privileges as provided for in the Cole- 
Hickenlooper bill ? 

Mr. Srravss. In the first place, Mr. Holifield, I think I ought to 
say that there is actually no mingling of funds, public and private. 
They would under this bill, if this bill “becomes 1: aw, become entitled to 
certain rights to patents which they might file on discoveries made 
by them, but for a 5- year period if that recommendation which the 
Commission has unanimously made is likewise incorporated into the 
statute, it would be under the necessity of licensing others who might 
apply for licenses if the Commission found it desirable to have them 
do so. 

Representative Horirteip. Of course, the 5-year compulsory licens- 
ing suggestion is not in the bill, as you know, Admiral Strauss, and 
the people who-have sponsored the bill are against that principle, 
so we are going into the realm of conjecture when we make the con- 
jecture that that recommendation of the Commission would be put 
in, so we cannot do that. We must talk about the bill as it is. 

Senator HickeN.oorer. I want the record clear that the sponsors 
of the bill, if you are referring to me, I will speak for myself as to 
what I am for and what I am against. 

Representative Hotirrenp. The bill speaks for you, Mr. Hicken- 
looper. You are the sponsor of the bill and the bill does not have 
that provision in it. We are considering what is before us, not what 
is in your mind. 

To get back to the question, as long as there is no compulsory patent 
provision in the bill, I again ask you the question that if there is a 
mingling of funds, and I do not care to quibble over the word “mingle” 
because $5 million was given to the Government to aid the Government 
in a $52 million research and development project—there is no use 
wasting time over “mingle”—if the same type of contribution is made 
on the other 4 reactors will it be the policy of the Commission to allow 
them normal patent privileges? 

Mr. Srravss. Mr. Holifield, we will allow them whatever patent 
privileges the bill that you enact provides. 
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Representative Hotirrenp. Then the answer is “Yes,” if the bill 
passes in its present form. ' 

Mr. Srrauss. We will conform to the law, sir 

Bapesmmntntave Houirretp. On page 11 you say that the private 
financing thus far has been only a small fraction of the total reactor 
development costs. 

Mr. Srrauss. The point has been made by my colleagues and the 
general manager that it is conceivable that we might actually contract 
with a private company to build one of these reactors for a provision 
which allowed them less than they might otherwise obtain based on 
the statute. 

Representative Hortrirerp. That is true, but it is not mandatory, 
is it! 

Mr. Srravss. I would assume it is not. 

Representative Houirtevp. It would rest within the discretion of 
the Commission, and the members have already expressed their opin- 
ion along that line. 

On page 11 your statement that private financing thus far has been 
n small percentage of the total cost of reactor de ve lopment indicates, 
of course, that the Government has paid for most of the reactor cost 
up to date? 

Mr. Strauss. Reactor development costs, Mr. Holifield, have been 
accumulating practically since the beginning of the project and long 
before there was any thought that there was any private participa- 
tion would eventuate.’ The acceleration of the private interest in this 
and the amount of the private participation in the last 10 months have 
been very great. The curve is very steeply up. 

Representative Howtrtetp. How much would you estimate has been 
contributed, or committed, by private industry in the last 10 months? 

Mr. Srravss. In the neighborhood of $10 million. 

Representative Hotirieip. In the neighborhood of $10 million. 
How much is set aside this year by the Government for reactor devel- 
opment ¢ 

Mr. Srravuss. Subject to giving you a precise figure for insertion in 
the record, I would like to ask you if you would like to accept the round 
figure of $100 million in order to give you a scale? 

“Representative Houirietp. Of course, if that is the sum you give 
me, I will accept it. 

Mr. Srravss. I have just given you a comparison from $10 million 
to $100 million. 

Representative Houirtetp. Of course, that does not include all the 
research and development contracts which relate to developing the 
technology that would be used in reactor development. 

Mr. Srravss. In a good many of these study contracts, Mr. Holi- 
field, the contractors are carrying their entire burden. The Commis- 
sion is not putting up anything. “In others the Commission is putting 
up some smaller sums. 

Representative Horirteip. On page 13 you make the point that nu- 
clear powerplants at the present time are admitted to be uneconomic, 
that any plants that we have are uneconomic and would be for some 
time in the future. Then, on page 16, you note a reversal of policy. 
It has heretofore been the policy of the Commission to advocate the 
“desirability of plants which are economically justified in terms of 
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power production alone.” As I understand, there is a reversal of 
policy by the Commission from the one-purpose to the dual-purpose 
reactor. You are now considerig more favorably the construction of 
dual-purpose reactors that would produce both power and plutonium. 

Mr. Srravuss. We are not excluding consideration. 

Representative Houirrecp. I believe the burden of page 16 is that 
you are giving favorable consideration to dual-purpose types of 
reactors. 

Mr. Srravss. If you will read that page, toward the middle of the 
page, the Commission— 
recently authorized the General Manager to conduct exploratory discussions with 


industrial groups interested in the development of such types of power reac- 
tors * * *, 


Representative Hotirtecp (reading) : 


And further to discuss with these groups tentative price schedules on which 
they would base their studies and possible proposals. 

Mr. Srravss. That is right, sir. 

Representative Houirre.p. This brings in, of course, the element of 
purchase of plutonium from these reactors, and this, of course, is 
something that is very much desired by industry and it can be a vehicle 
for subsidies to private industry, can it not? 

Mr. Strauss. It can be, and, of course, as was pointed out this morn- 
ing, Mr. Holified, some plutonium will be produced in practically 
whatever reactors are built, and the Commission will be under the 
necessity of purchasing it, since it cannot remain in private hands. 

Representative Horirrerp. Then it will be left up to the Commis- 
sion to set a fair price for purchase of that plutonium ? 

Mr. Srrauss. We hope that that is what you will conclude to do. 

Representative Houirmetp. Will you follow the recognized General 
Accounting Office accounting procedures in the setting of that price 
or not? 

Mr. Strauss. It may be desirable in the outset to actually pay more 
than we could produce it for. In other wordss, you might say there 
that the General Accounting Office procedures would not : be followed. 

Representative Hourrreip, Then what you are saying is that you are 
going to pay prices which will be determined by the Commission, but 
which will not necessarily rest upon the regular accounting proced- 
ures in determining cost ? 

Mr. Srravss. I said that that was a possibility, Mr. Holifield. It 
might depend on other things, such as the need for that material for 
purposes other than industrial purposes. 

Senator Pastore. At that point would the Congressman yield for 
just one question ? 

Representative Ho.irrenp. Yes. 

Senator Pastore. Mr. Strauss, if that is the case, then why are you 
recommending that patent rights be given to these private industries 
for the development of fissionable material? If the Government is 
going to be the sole purchaser and if in all probability you have to 
pay more than you can produce it, then why should we give them 
patent rights for any inventions or discoveries that they make in the 
production of this fissionable material that the Government will be 
the sole purchaser of at a higher cost than it can produce it ? 
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Mr. Srravuss. Senator Pastore, I think there you are pillorying me 
for the statement that I said there was a conceivable set of circum- 
stances under which we might pay more if we had a need for a great 
deal more of this material than we were producing in our own facil- 
ities. 

Under ordinary circumstances, and as far as we are able to see now, 
our cost of production would be a controlling factor. 

Representative Horirtep. However, there is no prohibition against 
you paying more if you desire to do so in the bill because you say you 
will not adopt General Accounting Office accounting procedures. 

Mr. Srravss. This section of the bill reads, Mr. Holifield: 

In determining the fair price to‘be paid by the Commision pursuant to section 
52 for the production of any special nuclear material, the Commission shall 
take into consideration the value of the special nuclear material for its intended 
use by the United States and may give such weight to the actual cost of pro- 
ducing that material as the Commission finds to be equitable. 

In other words, there are two factors involved there: its cost and the 
use to which it is to be put. 

Representative Hoxirrerp. What is that numbered section, please ? 

Mr. Srravss. Section 56 is the one from which I have just read, 
and the general manager has just called my attention to the fact that 
our costs are arrived at by our own procedures rather than those of 
the General Accounting Office; I presume originally for reasons of 
security. 

Representative Houirievp. I am aware of that for reasons of secu- 
rity, but that does not affect the validity of the General Accounting 
Office’s cost-arrangements procedures, and of course I recognize that 
there is an element of revealing those costs to other agencies of Gov- 
ernment in the General Accounting Office procedure, but that part 
does not necessarily have to control you in not using the General Ac- 
counting Office procedures. 

Mr. Srravuss. I am not sufficiently familiar with them, Mr. Holi- 
field, to know whether they are fully applicable. 

Representative Hoxirrecp. Let us look at section 56 there for a 
minute. [Reading:| 

* * * the Commission shall take into consideration the value of the special 
nuclear material for its intended use by the United States and may give such 
weight to the actual cost of producing that material as the Commission finds 
to be equitable. 

In other words, you are permitted, not directed, to give weight 
to any cost of producing the materi ial, and it does not say whether 
that is the cost of producing material in your own plants or whether 
it is the cost in these private-industry plants, does it ? 

Mr. Srrauss. It would be impossible to determine the cost except 
in our own plants, because no one else will be producing it until we 
have entered into such a contract. 

Representative HotirteLp. We arr anticipating that you are going 
to enter into some contracts. That is what the bill is for. Let us 
not quibble over that. We are talking about having once entered 
into contracts. We are talking about operating under the bill as it 
is written. 

Mr. Strauss. However, if you are making a contract in advance 
of plans they will have no cost to make such evaluation. 
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Representative Horirrerp. And your contract, then, would be a 
rigid price and would not take into consideration their costs, after 
they had obtained a cost-operational record. 

Mr. Srrauss. Mr. Holitield, I cannot answer that because that would 
depend on the nature of the negotiations and all other factors involved, 
including the demand upon us for this material at the time for the 
military program. 

Representative Horirreip. I agree it will be difficult. I am merely 
just showing that under this provision of the act it is wide open to 
any kind of administrative discretion that five men determine is fair. 

Mr. Strauss. I would agree, sir, that that is true. 

Representative Hottrretp. On page 19, reading in the middle of 
the page: 

If the goal is accomplished, our feeling is that only a small number of full-scale 
privately owned and operated power reactors are likely to be on the line before 
1965 * * *, 

Does that not indicate to you the contention that I have made 
repeatedly, that there will be a limited number of participants in 
this program in the next 10 years? I believe this is a unanimous 
statement by the five Commissioners, i is it not? 

Mr. Srravss. It is, and since it is a prediction, it is a guarded state- 
ment. I think there may be degrees of optimism among the Com- 
missioners. 

Representative Hortrtevp. I notice over on pages 37 and 38 that 
you take two different positions, although there is a different number 
of years involved, I believe. In one case, by 1975, I believe you 
estimate that there might be 140 plants, and in case No. 2 you esti- 
mate that there might be 33 plants, if I have my references right. 
I understand that that would possibly apply to 1975, would it not? 

Mr. Srravss. Yes, it does; and if you will recall, somewhere in 
the preceding paragraphs we had two different percentages expressed. 
One was 2 and the other 10, and then a general qualifying statement 
to the effect that extrapolating events as far ahead as 1975 we could 
do nothing but guess, and we may be very wide off the mark either 
way. That, Mr. Holifield, was the great difficulty with supplying 
the so-called 7 (b) report, because it “hecessitated a crystal ball that 
none of us felt sufficiently sure of. 

Representative Houtrrerp. I realize, sir, that it is difficult to comply 
with 7 (b) and I have never thought that it would not be difficult. 
According to the best judgment of the Commission you clearly stated 
in your own statement there will be a limited number of reactors 
built in the next 10 to 20 years. Therefore, if licenses are not granted 
to that limited number with the objective in view that there should 
be no monopoly pattern set, it is quite obvious that there will be a 
monopoly pattern set, is it not ? 

Mr. Srravss. No sir, I do not agree with that. 

Representative Hoxirrevp. As far as the requirement of the bill is 
concerned. Remember, all of the antimonopoly language and the 
affirmative obligation upon the Commission to let these licenses in 
such a way that no monopoly pattern or restraint of trade area will 
be formed, all that has been removed from the bill now. You are 
on your own and we are talking about the bill as it is written. 
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Mr. Srrauss. My belief is, and my colleagues and I are agreed 
that if adequate fissionable material is available there will be no dis- 
crimination and those who come in with acceptable projects and who 
meet the security, health and other standards will be licensed. 

Representative Hotirieip. Please believe me, I am not accusing 
that there will be. I am merely pursuing the meaning of the bill 
as it is written. As long as that type of language has been taken 
out, all except in just one place, and that is in the declaration, whe re 
it has been restored—the words “strengthen and free competition” 
in one place, but in all other places in the bill is has been deleted— 
it leaves to the Commission—and the court must take notice of both 
the deletion from the McMahan bill and the failure to put it in the 
new bill—complete discrimination is allowed to the Commission as 
to the allocation of licenses, does it not ? 

Mr. Srrauss. I believe it does, Mr. Holifield, and I believe that 
the Commission is completely fair and openminded on the subject; 
this Commission, anyway. 

Representative Ho.trieip. I believe this Commission is fair and 
openminded on the subject, but you may not be in charge when this 
bill becomes law and some of you may be absent from the Com- 
mission. We may not have people on there who are good, and when 
we were writing legislation we have to take into consideration the 
frailty of man and write law which will take care of these situations. 
Therefore you would not be as a Commission adverse to place us into 
the bill language which would admonish you to do that which you in- 
tend to do anyway—that is, not allow these licensees to form a monop- 
oly pattern. 

Mr. Srravss. There is in the bill at present, I believe, such an 
admonition, Mr. Holifield. May I read it and see whether I am 
correct / 

Representative Hoxirretp. Yes, sir. 

Mr. Srrauss. This is section 105 headed “Antitrust Provisions.” 
It says: 

Nothing contained in this act, including the provisions which vest title to 
all special nuclear material in the United States shall relieve any person from 
the operation of the following Acts, as amended, “An Act to protect trade and 
commerce against unlawful restraints and monopolies,” approved July sec- 
ond, Eighteen hundred and Ninety; sections 73 to 77, inclusive, of an Act en- 
titled * * * and so forth. 

Representative Horirreip. Yes; I am aware of the whole section 
and that takes place after a monopoly forms. Its effect is upon a 
monopoly after it is formed and it does not contain the language 
to admonish this Commission to let licenses in such a way that the 
monopoly pattern will not form. 

Mr. Srravss. I could only speak personally at this point since this 
is a matter not considered by the Commission. I should certainly not 
mind an admonition to avoid the creation of a monopoly, nor do I 
believe that any of my colleagues would take any different viewpoint. 

Representative Horrietp. I know that the gentleman feels that 
way and I appreciate his frankness on it. 

n page 22 you make again a prediction, which I understand is 
speculative, that there may be 10 percent or 2 percent of the total 
electrical output dependent upon nuclear power. That is based upon 
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a slow development of this art and if in the next year or 5 years a 
sudden solution was found to accelerate the breeder reactor process, 
let us say, to 140 times its present potency, in view of the fact that we 
only use one-fortieth of the uranium at the present time for that pur- 
pose, that prediction might drastically change, might it not? 

Mr. Srravss. Yes sir. I think this will some day be regarded as a 
model of ultraconservativeness. 

Representative Horirmp. And if that does happen, sir, and there 
is no protection put in to the act for the rest of private industry during 
this interim period, it is entirely possible that these few people who 
have received these licenses will have the advantage in filing patents 
in that area, is it not? 

Mr. Srravss. I do not think so, Mr. Holifield. If I did I would 
have the same concern that you have. 

Representative Hoxirrevp. All right; that is a fair answer. 

On page 25 at the bottom of the page you use the terminology— 


without unfair advantage to any group 

and then on page 26 at the bottom—. 

will most quickly and surely achieve and spread its benefits. 

This is a sponsorship on your part of the bill. You say that you 
believe that these benefits can be spread and spread quickly but at the 
same time the section which the Commission has advocated in their 
draft of the bill in regard to compulsory licensing has been left out 
of the bill, as I understand it, and therefore this would seem to me to 
become a pious hope, would it not, rather than a certainty ? 

Mr. Srravuss. We have recommended today that compulsory licens- 
ing for 5 years be reinstated and naturally we have not any idea what 
the disposition of the committee may be. 

Representative Hotirietp. I know you have, and I happen to be in 
harmony with that recommendation of yours. 

On page 20 you say: 

The reactors which will produce this power at 7 mills per kilowatt-hour, or 
less, are likely to be 100,000 kilowatts of electrical generating capacity or larger. 

This means in order to be competitive the reactors have to be large 
reactors under the present cahntiany. does it not? 

Mr. Srravuss. That is what we think today. These matters can 
change quite quickly. 

Representative Hortrre.p. What is your estimate that it will cost 
to build 100,000 kilowatt producing reactors at this time? 

Mr. Srrauss. My guesstimate would be $100 million. 

Representative Ho.irrecp. That might also indicate that there would 
be a limited number of participants. 

Mr. Nicnors. In other words, we would ultimately hope to get it 
down to around $20 million. For the present time I think that there 
is indication of that. 

Chairman Core. Would you please adjust yourselves for the re- 
porter and the rest of us so that we can hear what you say ¢ 

Mr. Nicwots. Mr. K. D. Nichols, General Manager. I stated ulti- 
mately we would hope to get the cost down in order to get in the 7-mill 
range in the order of around $200 a kilowatt. 


Representative HoirteLp. However, there is no prediction on your 
part of course on the ultimate—— 
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Mr. Nicuors. No. To be competitive you would have to get down 
to that order, we think. The best one we have at the present time is the 
PWR, which is 60,000 kilowatts and in the order of $40 million of 
construction costs. 

Representative Honirrerp. And what would you estimate the kilo- 
watt-hours would cost in that reactor ? 

Mr. Nicnors. That is about $600. 

Representative Hoxtrtetp. That is installed costs? 

Mr. Nicuoxs. $600 per kilowatt. 

Representative Hoxrtrrevp. Installed plant investment ? 

Mr. Nicuors. That is right. 

Representative Hoxtrretp. As against what costs for the conven- 
tional] pl int at this time? 

Mr. Nicwors. Conventional plant at this time would run a little bit 
jess than $200 a kilowatt. 

Representative Horirterp. And what estimate do you make on the 
cost of your energy in terms of mills? 

Mr. Nicuors. You mean in PWR? 

Representative Hortrretp, PWR. 

Mr. Nicuo.s. Initially probably up in the order of 30 or more. 
However, we hope by improvement, as you put in new fuel charges, to 
drop it as low as 12 mills if you realize the optimum in the design. It 
may give us the data as to where the costs for the next plant, “which 
would be larger, might actually go, in the range of say something less 
than that. But when you have to start estimating as to whether you 
“an gain another 50 percent in cost in the future, that is why you do 
engineering and development work, to find the answer to that. 

Mr. Srravss. That, as you know, is the first plant, the pioneer plant, 
Mr. Holifield. 

Representative Horirtetp. However, at the present time it indi- 
cates that only the large plants are liable to be anywhere near compe- 
titive and in fact the PWR will be far from competitive; is that not 
right? 

“Mr. Srravss. That is true. 

Representativ e Houirreip. On page 43 of your statement, the last 
section of the close type at the top, you have this: 

Initially, existing Government facilities may perform these services, charging 
fees which will not discourage the development of private facilities independent 
of the Commission. 

You refer there to certain services which have to be furnished by 
the Government at this time to impregnate uranium, to dissolve it, 
and take the plutonium from it, for which you pay the producer. You 
indicate there, and I believe this is based on the bill, that you are to 
charge fees which will not discourage the development. In other 
words, you are not compelled to charge fees based on costs of that 
processing. Again, you are charging a fee that is not an economic 
recovery to the Gov ernment, but it is in the nature of a subsidy to the 
private reactors, is it not? 

Mr. Srravss. I do not understand it that way, sir. I understand 
that what is meant here is that we will not charge a fee which arbi- 
trarily is so large, bearing no relationship to cost, that we would dis- 
courage private . facilities “independent of the Commission. 
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Representative Hotirrety. However, in those charges for those serv- 
ices as now written in the bill, in the section of the bill which pertains 
to this testimony, the charges for these services have no criteria by 
which you shall recover to the Government the full cost of the Gov- 
ernment in doing these services? 

Mr. Srrauss. We think that the bill does provide that, Mr. Holi- 
field. 

Representative Hortrterp. Where is that? 

Mr. Srrauss. On page 67, which includes language of section 161, 
beginning at line 5: 

And provided further, That the Commission shall establish prices to be paid by 
licensees for material or services— 

the word important there is “services” — 

to be furnished by the Commission pursuant to this subsection which prices 
shall be established on such a nondiscriminatory basis as, in the opinion of the 
Commission, will provide reasonable compensation to the Government for such 
materiai or services and will not discourage the sources of supply independent 
of the Commission. 

That is the end of the quotation. The Commission’s yardstick 
would be the actual costs plus an allocation of a proper amount for 
amortization of the facilities involved. 

Representative Hoiirretp. Then you would not have any objection 
to writing into the bill at this point, that the Government should re- 
capture at least its cost for any commercial services furnished to pri- 
vate industry, would you? 

Mr. Srravss. I would not. I do not want to commit my colleagues. 
No one objects to that. 

Representative Horrrrecp. In asking these questions, sir, if, there 
is any member of the Commission that takes a different position I 
trust they will not remain silent and they will speak up. That will 
obviate the necessity of me asking these same questions of the others. 

Mr. Srravss. I do not think there is any objection to that point on 
the part of the Commission. There is none. 

Representative Hortrrecp. On page 43 of your statement under 
“Effects on economic growth and power-consuming industries,” your 
whole prediction there that there will not be an impact on existing 
business that will be upsetting depends on a 10- to 20-year develop- 
ment period, does it not ? 

Mr. Srrauss. That is this prediction; yes, sir. 

Representative Hortrreip. And if such a development would occur 
in 5 years your arguments here would not be germane to the issue, 
would they ¢ 

Mr. Srravss. No. 

Representative Hoxtrreip. Do you not believe, therefore, that Con- 
gress in defending the public interest should take due notice of the 
fact that that might occur and make such provisions to protect the 
public interest if it did occur ? 

Mr. Srrauss. By “legislate” you mean to anticipate invention that 
cannot be foreseen? I do not know how you could do that. 

Representative Hortrreip. No, sir; we are constructing legislation 
here and this estimate of yours is to give us some idea of the “possible 
impact on existing industries, such as coal, and oil, and other types 
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of industry, transportation possibly, and your prediction, of course, if 
it depends on a 20-year basis it may be valid, but if it should occur 
that this development would come quicker, then your prediction would 
leave those industries unprotected unless we did control the degree of 
impact of this technology. 

Mr. Strauss. I can only say this: that with respect to the time scale 
you mentioned, 5 years, it will be approximately 3 years before the 
pressurized water reactor is operating. It would be most unlikely 
even to an optimist that 5 years will see any such radical change in 
the program. 

Representative Hotirrep. I am inclined to agree with you, sir, but 
I am pointing out the fact that we have to take into consideration 
things like this when we are writing legislation. 

On pages 50 and 51 you note that there are deficit nations, power 
deficient nations, and you note particularly Belgium and the United 
Kingdom. I want to point out to you that your report, which I suppose 
you would term a substitute for 7 (b), does not go into the problems 
which you and I know exist on the international field and which may 
exist in the future. 

On pages 54 and 55 you speak of the international cooperation. I 
believe that is found in section 123. Section 123 says, “No cooperation 
with any nation, group of nations, or regional defense organization 
pursuant to sections 54, 57, 64, 82, 103, or 144 shall be undertaken 
until” certain things are done. Have you ever pursued the course that 
you would have to take in order to cooperate with nations under this 
language, taken in conjunction with sections 144 (a) and 144 (b) ¢ 

Mr. Srrauss. It so happens, Mr. Holifield, that we did in an antici- 
patory and quite informal manner last fall in connection with extend- 
ing one of the areas of exchange of information on health and safety. 
If) you will recollect, at that time there was a unanimous action by your 
committee that enabled us to take a very needed and desirable and 
salutary step. This, while I have no reason to believe it was patterned 
on that action, fits it perfectly. 

Representative Hoxirtetp. Then you feel that the conditions that 
are contained in the different sections referred to, in the numbered 
sections on page 48 and the lettered sections on page 49 of the bill, 
are workable and that it will give you an area in which you can 
cooperate ? 

Mr. Srravss. Just one moment on that, sir. I believe that we made 
a recommendation with respect to subparagraph (c). I am sorry, 
I cannot carry the pages in my mind. If you will turn to page 84 at 
the bottom of the page, Mr. Holifield, we said: 

Section 123 requires that proposed agreements for cooperation with other 
nations be submitted to the Joint Committee on Atomic Energy and that a period 
of 30 days elapse while Congress is in session, unless such 30-day period is waived 
by the Joint Committee in writing. We believe that this requirement can safely 
be dropped. 

I would interpolate to say that on the basis of the experience to which 
T referred to a moment ago I would hope that the committee would 
concur. 

We are required by another provision of the bill to keep the joint committee 


fully and currently informed of all activities of the Commission. We would, as 
heretofore, keep the joint committee completely informed concerning these 
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matters from the moment of initiation of discussions and continuously through 
any negotiations that might ever arise. 

That is the reason that we recommend that the special requirement 
for submission of proposed agreements for cooperation to the joint 
committee for a 30-day period while C ongress is in session be dropped. 

Representative Horrrireip. You feel that you can get past all of the 
hurdles that are put into this bill and finally arrive at an area of 
cooperation under the language of these acts ¢ 

Mr. Srravss. We do, sir. 

Representative Horirrerp. And do you feel that it gives you any 
articular advantage that the treaty power does not already vive the 
Pr esident ? 

Mr. Srravss. I am not able to answer that. I would like to ask 
counsel, Mr. Mitchell, about the treaty powers of the President. 

Mr. Mircnett. I think the important difference here, Mr. Holified, 
is that this action would be taken under the bill as it is proposed with 
the concurrance of the joint committee. The treaty, of course, being 
a much more formal document would require ratification by the Senate. 

Representative Hotirretp. Then this would put the joint commit- 
tee in the position of approving an international cooperation agree- 
ment which would not have the status of a treaty, would it not? 

Mr. Mircuey. Yes, sir. 

Chairman Core. No; it does not do any such thing. This provision 
does not confer authority on the joint committee to approve or dis- 
approve any agreement for cooperation. 

Representative Hoxiriexp. It provides, beginning on line 11 of 
page 49: 

The proposed agreement for cooperation together with the approval and the 
determination of the President, has been submitted to the joint committee and 
a period of 30 days has elapsed which Congress is in session * * *. 

However, that cooperation agreement cannot take effect until that is 
clone unless the committee waives the 30 days. 

Mr. Mircuetu. As I understand it, Mr. Holifield, this is to give the 
Congress an opportunity to take such action as it deems appropriate 
during this period. 

Representative Horrrrecp. I am heartily in favor, you understand, 
of easittine such an agreement to the Congress, but I am wondering 
if the Atomic Ener gy Committee wants to take over the approval or 
take the res vonsibility of action on an international cooperation agree- 
ment away Souk the Congress itself. That isthe point I am getting at, 
and according to this you are not required to submit it to the Con- 
gress. You are required to submit it to the joint committee is that 
not right ? 

Mr. Mrrcnewn. I think there is a difference, Mr. Holifield, in the 
nature of the arrangements. As I understand this bill, there is noth- 
ing which would preclude the kind of subject matter which properly 
would go into a treaty from taking that form. 

Representative Hourrrerp. That is true. That is true and I made 
that clear I thought in my question when I said this had to do with 
international cooperations which did not have the status of a treaty, 
on a lower level, let us say, and we are putting at least a certain amount 
of responsibility upon the committee to prove those types of coopera- 
tion agreements, much as the Senate approves a treaty. 
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Mr. Mircuety. Again, I think it is not in the context of approval, 
but rather of the committee being on notice. 

Representative Hotirretp. Assume that we did not like the cooper- 
ation agreement which had already been approved by the President 
and the Department of Defense ; then this committee, I suppose, would 
be obligated if it did not approve it to take some type of action and 
that action could only be bringing it to the floor of Congress in the 
form of a resolution on that agreement, would it not ? 

Mr. Mircuet. I should think the action might also be indication 
to the Commission that the committee did not like the proposed ar- 
rangement. J am sure the Commission would take this into serious 
consideration. 

Representative Hoxirietp. I am certain that they would, but the 
bill does not provide that, sir. I recognize the willingness of the 
Commission to cooperate and I am only talking about what the bill 
provides. I think we can leave that. 

On page 56, Mr. Strauss, and section 144 (a), the first indented 
paragraph, there, are you sure that you are right in regard to the non- 
applicability of section 123 to section 144 (a) ¢ 

Mr. Srravss. I am so advised, Mr. Holifield. 

Representative Hotrrieip. And who advised you, sir. 

Mr. Srravss. My counsel. 

Representative Houirrevp. I would like to have the counsel tell me 
upon what basis he makes that advisement. 

Mr. Mrrcnetu. Section 144 (a) ? 

Representative Horirimtp. Your position is that the second pro- 
vision there does not apply to the text of section 144 (a), is it? 

Mr. Mrircuey. Yes, sir. This is at the bottom of page 53 of the 
committee print : 

That the cooperation is undertaken pursuant to agreement for cooperation 


entered into in accordance with section 123, or is undertaken pursuant to an 


agreement existing on the effective date of this act. 

Representative Hottrrerp. In that section provision are there not 
two classes of agreement talked about there? Beginning at line 21 
to line 23, the word “123,” and does that not apply to the text of the 
section above, and then the balance of the section apply to agreement 
which might be in effect at the time the President signs the act ? 

Mr. Srravss. Mr. Holifield, I think I understand you. This para- 
graph to which you refer is not a complaint or request for something 
which is not in the bill. This is a statement by the Commission to the 
effect that we understand the meaning of this particular proviso to 
specifically cover the point that existing agreements are not altered. 

Representative Hotirtecp. Yes, sir; but if I understand your lan- 
guage, sir, it is merely an attempt on my part to reconcile our different 
viewpoints of the meaning of the section. I am not looking upon it 
as a complaint, but I fear that you have a different understanding of 
the section than the bill indicates and that is why when you say that 
it contains a saving clause which allows you to go ahead on certain 
things, and unless that applies to acts which are already in existence, 
then if it does apply to that, I can see that you are right. 

Mr. Srrauss. That is what we are trying to establish. 

Representative Hoxtrrety. However, it does not relieve you from 
section 123 on any acts after the signing of the agreement. 
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Mr. Srravuss. That is our understanding. 

Representative Hoxtrteip. Then I think we have a meeting of minds 
on et, 

Mr. Srravuss. I note that we are making legislative history and 
that is w ey we wish to be quite concise that we Liedinitood one another. 

Re -presentative Ho.irtaup. I realize that, sir, and I certainly have 
no complaint of anything that you have set forth here as far as trying 
to clarify the matter. That is ‘what I am seeking to do, to clarify the 
meaning in your mind and in ours as to what the act actually does. 

Mr. Strauss. I am hi appy that we are in agreement. 

Representative Horirterp, On page 66 in the requirement to pay 
fair price for special nuclear material produced in licensed reac bite 
again I call to your attention that there is no protection to the Gover n- 
ment in setting the criteria for the paying of that fair price in that 
you say the vi ilue m: Ly be as high or higher than the cost of production 
in Commission facilities if the material is needed for military pur- 
poses, so that allows you to take your fair price criteria or the 
cost to the Government of the same kind of material if it is necessary 
for military purposes. Is that your understanding ? 

Mr. Strauss. That is my understanding. 

Representative Houirreip. On page 67 I notice that you are satisfied 
that the power legislation section covers all the problems, the release 
of power but I have letters which I will give from other agencies of 
Government, which I will furnish the committee, which indicate that 
this does not cover the regulation of power produced in a facility 
owned by the Government or under contract with the Government. 

On page 71 you refer to the Ooms provision on patents and, of 
course, as we have said before that is not in the Cole bill and the 
Patent Compensation Board is not in the Cole bill. I believe that 
was also a recommendation of Mr. Ooms. 

On page 76 you asked for discretion to limit licenses to applicants 
for reactors. This gives to the Commission again a power to limit 
the issuance of licenses and further buttressed the point that I make 
that there may be a limited number of licenses allowed. 

Mr. Srravuss. Again, Mr. Holifield, it depends of course, as all ad- 
ministration does, 1 upon having a Commission upon which the legis- 
lative branch can rely. 

Representative Hoxirtetp. On page 77 you refer to the charges to 
be made for special nuclear material. I believe that is in section 56. 
Mr. Srrauss. Section 53 (d), Mr. Holifield. 

Representative Horirrep. I believe on page 7 
56. 

Mr. Srravss. Yes; it 18 a misprint on the memorandum you have, 
and should read section 33 (d). I apologize for that. 

Representative Hotirrerp. All right. That provides in section 53d 
some criteria by which the Commission shall determine a reasonable 
charge. This criteria again does not guarantee to the Government 
that the Government will receive what it costs to produce the nuclear 
material. 

Mr. Strauss. In subsection d, line 19, or perhaps we might start 
on line 16, it says: 


77 


you refer to section 


In determining the reasonable charge to be made by the Commission for the 
use of special nuclear material distributed to licensees of utilization for produc- 
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tion facilities licensed pursuant to section 103 or 104, in addition to consideration 
of the cost thereof the Commission shall take into consideration— 

these other items which are mentioned. In other words, the cost 
is the primary consideration and the other matters, to wit, the energ) 
value of the material, whether it is to be used under research and de 
velopment, licensed or commercial licensed, etc., are the other fair 
criteria. 

Representative Horirieip. That, of course, refers to sections 105 
and 104 and that means two sections. One section is for commercia! 
use. The other one is for research and medical therapy and so forth. 
I can readily see that the cost of the material should not be charged if 
it is being used for medical therapy research, but I can hardly se 
where the same application of these provisions should apply also to 
the commercial use of it, and if I am not mistaken, that is my inter 
pretation of it. 

Mr. Strauss. It might conceivably be that the initial commercial use 
would also be in the nature of research. I mean the very first com 
merical application, but I see your point. 

Representative Honirreip. You see the point. 

Mr. Srravss. I do, sir. 

Representative Hortrietp. And of course if the first and initial 
furnishing is in a research and development reactor this is also a pro 
vision in the bill later on that that research and development license 
may be transferred into a commercial license. You are aware of 
that. There again, if special nuclear material were furnished for a 
research and development license and later on it was transferred to a 
commercial license, and if it had been furnished at less than cost to 
the Government, there would be need to recapture the cost of it at the 
time the transfer of license was made. 

Mr. Strauss. I presume there would be different instruments, dif- 
ferent licenses, and that there would be different negotiations for 
them, sir. 

Chairman Core. There is no provision for an automic transfer of 
a research license into a commercial license. 

Mr. Strauss. There is none that I know of, Mr. Cole, and I would 
think it extremely unlikely. 

Chairman Coir. Perhaps you can help us locate the part in the bill 
that authorizes transfer of title to licensees transfer of ownership 
of license from one person to another with permission from the 
Commission. 

Mr. Srravss. Just a moment, Mr. Chairman. Counsel is trying 
to find the appropriate provision. he 

Mr. Mircneny. I think it is page 76, section 184. 

Representative Hoirrexp. I will pass that point right now because 
I do not have a ready reference to it. I will bring it up later. I may 
be mistaken on that. The staff points out to me that that is a transfer 
of source material, but I was under the impression that there is a pro- 
vision in the bill whereby a research and development construction 
license for a reactor may later be transferred to commercial. It could 
be transferred to a commercial license. 

Mr. Srravss. May we have the staff of the Commission and the 
committee explore this? 
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Representative Hoxirre.p. Maybe I am in error. 

Mr. Mitoue ti. I wonder, Mr. Holifield, if you are thinking of the 
matter on page 43 of the bill which provides in effect that in the re- 
search and development licenses, the Commission shall impose such 
regulations and terms as will not be inconsistent with the regulations 
and terms which might apply in the event later that a commercial 
iicense were to be issued. 

Representative Hotirievp. That is right. That is the section I 
refer to. 

Mr. Mrrene.t. I think that that does not mean that one license be- 
comes converted into the other, but, rather, in the first kind you take 
into account what might later be necessary under the second type. 

Representative Hottrietp. Does that not mean that the licenses 
shall be granted on such terms that the research and development 
license may be changed into a commercial type of license? If it does 
not mean that, I do not understand the meaning of the language. 

Mr. Mitrcneti. It seems to me, sir, that the point of inconsistency 
does not mean that the terms of the licenses must be identical. 

Representative Hottrretp. No. Understand, I am not objecting to 
this. Iam asking if this is not a provision inthe act. 

Mr. Mircue.i. I am suggesting my understanding of what the bill 
means and as I read this provision it means that our regulations under 
the research and development licenses must not be contrary. 

Representative Price. What language is that ? 

Mr. Mircne.u. This is on page 43, Mr. Price, section 104b. 

Mr. Srrauss. It begins at line 4. 

Representative Hoiirtecp (reading) : 

In issuing licenses under this subsection— 
and that is the subsection under Medical Therapy and Research and 
Development— 
the Commission shall impose such regulations and terms of license as will not 
be inconsistent withthe regulations and terms of license which would apply 
in the event that a commercial license were later to be issued pursuant to section 
103 for that type of facility. 

And section 103 applies to the commercial licenses, so I think my 
point is well established, if I understand the meaning of words. 

Mr. Strauss. When I read that I construed it to mean that the com- 
mittee intended that a research contract was to be not less favorable 
than the commercial contract. 

Representative Hoxrrretp. Not less favorable ? 

Mr. Srrauss. Not less favorable. 

Representative Horirretp. I think there is other language in the 
bill which allows you to make it more favorable and I think rightly 
so, too. 

Mr. Srravss. I construed this to be a protection to the research 
licensee. 

Representative Hoxirietp. We can explore that particular language 
later. 

Chairman Cote. Since reference has been made of our making legis- 
lative history in this dialog and in this discussion, I think it should 
be stated that it is not the intention of the authors of this bill that 
a license for research and development to prove out a type of reactor 
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ever would ripen into a license for commercial use of that particular 
reactor, that after the type has been established to the satisfaction of 
the Commission as being acceptable in all respects, then the Commis- 
sion opens up the field to applicants for licenses for commercial use 
of that type. 

If a person having a license to conduct a research to prove out a type 
later wants to commercialize that thing, he must go back to the Com- 
mission and get the license, just the same as anybody else. 

Representative Horirrecp. Of course, I do not think we should tie 
the Commission’s hands. If they are successful in 1 of these 5 types of 
reactors and it produces an abnormal amount of power, more than 
the Commission can use, under other sections of the act they are pro- 
hibited from going into the commercial power selling business, so 
you might get yourself into a box there. If 1 of these 5 reactors 
happens to be an economical producing power unit and it produces 
more power than you can use, you would want to convert it into a 
commercial reactor, I would think. 

Chairman Cote. There is authority in the bill for the Commission 
to sell its byproduct power which is developed from these research 
projects. 

Mr. Srravss. That is right. These research products will be op- 
erated, we hope, by some private contractor, in any case. 

Representative Horirretp. On page 79, maximum licensed term of 
40 years, this indicates that if the Seeasianiden wants to, they can make 
these first reactor licenses for a period of 40 years, and, I assume, it 
also means that they can bind the Government to purchasing pluto- 
nium for that length of time if the Government needs it; is that right / 

Mr. Srravss. That is my understanding. 

Representative Horirrerp. And coupled with the provision which 
says that you can cease to issue licenses, this would seem to indicate 
that the licenses that are granted at the beginning for a period of 40 
years might be very valuable licenses, if it happened that only a 
few of them were issued and they had a firm contract with the Gov- 
ernment for 40 years, so there again you have the element of monop- 
oly, without any protection, in my opinion. 

Mr. Srravss. Mr. Holifield, in all probability the early contracts 
will be for high-cost producers of power, and everything else, as com- 
pared with later installations, which will benefit by the experience and 
technology of the first ones. 

Representative Hortrretp. Do you anticipate making them for as 
long a period as 40 years? 

Mr. Dieagme, I would hope that we could make them for as short 
a period as the companies could obtain financing, based on amortiza- 
tion tables. 

Representative Horirrerp. I believe the testimony of the utility 
companies before our committee was that they needed 40 years for 
that type of amorization financing, that that was customary in the 
utility field. 

Mr. Srravss. I hope it will be found to be excessive, sir, but I have 
no information which is more accurate than that which is in your 
testimony, sir. 

Senator Pastore. Will you yield for a question ? 

Representative Hoxirtep. Yes. 
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Senator Pastors. Do you envision, Mr. Strauss, that the license 
itself will control the period of agreement as to the purchasing back 
of the fissionable material produced, or will that be a separate phase 
of it? 

In other words, does that necessarily mean that that will bind you to 
purchase back for the same period of time the plutonium or the fis- 
sionable material that is sectional 

Mr. Srravss. I do not think the things are inseparably linked, 
Senator. 

Senator Pasrore. I think that is quite important. 

Chairman Core. You do not think they are inseparably linked ? 

Mr. Strauss. I do not think they are inseparably a part of the 
same agreement. 

Chairman Core. You mean then that you think they will be and 
can be dealt with separately ? 

Mr. Strauss. That would be my personal belief and I may turn out 
to be wrong. 

Senator Pastore. As you look at it now, would you say that they 
would be separably linked? Otherwise, I am afraid you are falling 
into that very pitfall that Mr. Holifield is trying to picture here. 

Mr. Strauss. No; I think that a statement from me on that ques- 
tion very positively at this moment might quite materially affect the 
negotiations which we would have at a later date and I would ask 
you not to press me to make an answer in an open hearing. 

Senator Pastore. All right, sir. 

Representative Hoxtrretp. We will pass on that. I would like to 
refer to the antitrust laws. 

Chairman Corre. May I interrupt just for a minute? Would it not 
be fair to assert now that you would anticipate the Commission would 
feel itself obligated to purchase the fissionable material produced in 
a commerical reactor, so long as the law requires title to that fission- 
able material to remain in the United States ¢ 

Mr. Strauss. It is obvious that that is true. 

Chairman Corr. With the application that the Commission would 
not extend necessarily beyond the continuance of that provision in 
the law? 

Mr. Strauss. You put it exactly. 

Senator Hicken.oorer. Mr. Chairman, may I make a suggestion at 
this point? Is it not a fact that there are two main types of reactors 
under consideration for experimentation, one which will be a dual- 
purpose reactor, designed to produce both power and fissionable ma- 
terial, and another one which other experimenters hope to explore, 
designed primarily and almost exclusively to produce power‘and very 

little end product? The type and kind of experimentation which 
any investigator or group would go into might have a material bear- 
ing upon the type of contract, and agreements to repurchase, and all 
those things that might enter into it; 1s that correct ? 

Mr. Strauss. That is correct, sir. Some of our potential contrac- 
tors have indicated an interest in one or the other, to the exclusion of 
the other. 

Senator ANperson. Admiral, might they not be surprised? Might 
they get a product they did not expect? Are we not dealing with 
possibilities that you cannot predict with any accuracy ? 
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Mr. Srrauss. By a product that they did not expect, Senator, do 
you mean—— 

Senator Anperson. I mean they might have a reaction or result 
which they hardly anticipated they might have and much more by- 
product than they thought they were going to have. Is it not true 
that you are not trying to block the possibility that anything can 
develop 

Mr. Strauss. Yes, sir; but I believe the technology now is suffi- 
ciently well developed so that within a reasonable range of error it 
could be known positively what would be produced. Am I correct 
as to that, Dr. Smyth? 

Dr. Smytru. I should think so, Mr. Strauss, and I think Senator 
Hickenlooper’s distinction is a fair one as between extremes. There 
would be obviously all intermediate kinds of reactors, and the exact 
amount of material that you might get out of a given kind would 
not be completely predictable, but I would be surpr ised if there was a 
very great error. I have been surprised before in these matters. 

Senator Pasrore. All I was trying to do was to clarify the fear 
that was expressed by Mr. Holifie ld and I would like to get it straight- 
ened out in my own mind. 

He has been dwelling on this business of limiting the licenses and 
making it a monopoly. Naturally, of course, there are many things 
to be taken into account. Personally I do not see a stampede for 
these licenses to begin with, because it is a pretty expensive field, but 
the only question that I asked was: If you intended, or it became 
necessary to separate the buying-back element of these agreements 
from the licensing for the period of 40 years. That is all. 

Mr. Srrauss. It is quite conceivable that that may be the case, 
Senator. 

Senator Pasrore. To get away from this idea that there is going 
to be a monopoly. 

Representative Hotirretp. Mr. Chairman, I just want to say that 
I regret that I am taking so much time on these questions, but they 
are all questions that I think are pertinent. 

Chairman Core. I do not know why you should feel that way. 
Nobody else has. 

Representative Houirrevp. | apprec iate the courtesy of the com- 
mittee and the courtesy of the Commission witnesses, too, on this, 
because, if I were not deeply concerned, I would not take the time 
of the committee, and, as you may well know, this is a result of many 
hours of study of the bill. 

On page 79, sir, referring to section 105, I am assuming that the 
antitrust provisions which are referred to are the Sherman and the 
Federal Trade Commission, the Clayton Act, and so forth. 

Mr. Srravss. Mr. Mitchell? 

Mr. Mircnett. That is right, s 

Representative Hotirretp. The section provides that the Commis- 
sion may suspend, revoke, or take such other action as it may deem 
necessary after the court finding of monopoly. 

I point out that this is “after,” after the court finding of monopoly, 
and obviously not before the formation of a monopoly. I point out 
that it is permissive and not mandatory upon the Commission to take 
that type of action. 
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Mr. Mircneit. Yes, sir; that is right. I think our feeling would 
be that in the case of a finding of violation of law by a court, nor- 
mally the court itself would take whatever action would be appro- 
priate, but this provides for additional authority in the Commission. 

Representative Horirretp. Do you not think that it should be man- 
datory that if the court did make a finding of monopoly it should be 
made mandatory that you should take action to revoke, rather than 
giving you permission to do so? I think that the act itself should 
make it mandatory that you do that. 

Mr. Mrrcue.y. It seemed to us, sir, that there might well be situa- 
tions in which the court would order a cessation or a modification of 
an existing practice. This quite often happens, as you undoubtedly 
know, where consent decrees are entered into, in which case there 
might be a situation where it would be appropriate for the license to 
continue under conditions imposed by the court. 

Representative Hotirrerp. You do not feel, then, that it would be 
necessary to say that unless this situation was corrected you should 
make it mandatory ¢ 

Mr. Mircnuenti. No, sir. I think the court itself would take care 
of this problem. 

Representative Hotirrevp. I notice on page 81, at the bottom of the 
first paragraph, the following: 

It is further provided that any agreement may be canceled by the licensee at 
any time upon payment of reasonable cancellation charges. 

Just exactly what is your understanding of that? Who pays the 
charges ¢ 

Mr. Mrrenet.. Our understanding there, Mr. Holifield, would be 
that the licensee would pay the charges; that this would be, in effect, 
a price that he might have to pay for terminating his contract with 
the Government and going to private sources, if he chose to do that. 

Representative Horr. phen your thought is that that charge 
there then is not a charge to the Government, but a charge upon a 
licensee ? 

Mr. Mircenet.. Yes, sir; that would be our understanding, I am 
sure, 

Representative Hoxrrixip. If he failed to comply with a contract 
with the Government; is that your understanding ? 

Mr. Mrrcenetn. Yes, sir; our understanding would be the contract 
itself would provide the schedule of cancellation charges to be paid 
by the licensee. 

Representative Ho.irte.p. I refer you to section 188 of the bill. If 
I understand that section correctly, it provides that the AEC may 
operate a production or utilization facility whose license has been 
revoked, providing the State commission or authority over such 
facility concurs. Is that your understanding? 

Mr. Mrrceweiu. Yes, sir. Our understanding is that section 188 
would give the Commission this authority only on a finding that the 
public convenience and necessity required continued operation and 
that the appropriate public-service commission or similar State 
authority concurred in this finding. 

Representative Howirietp. Would this not put the Federal Gov- 
ernment in the position where, if a controversy did develop between 
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licensee and the licensor, that a local public-utility commission could 
nullify the use of federally owned recaptured facilities? 

Mr. Mrrcnety. I think we would have the right to recapture in 
any event, Mr. Holifield. 

Representative Houirretp. However, not the right to use? 

Mr. Mrrcneu. Then the question becomes: In the public interest, 
does the Commission continue to operate ? 

Representative Horirm.p. Yes, sir; but if you wanted to reoperate 
it and the State regulatory body did not want you to operate it, of 
course, they could nullify your use of the facility. 

Mr. Mrrcuetu. So far as public convenience and necessity would be 
concerned, that would be true. 

Representative Horirmrp. That was my understanding of it. I 
want to be sure that is what you understood. 

Mr. Mrrcue.ti. We had in mind that there are other provisions in 
for recapture that are bottomed on public health and safety, and de- 
fense needs. 

Representative Hotirreip. Of course, if it was not necessary for the 
Government to recapture a facility and let it stand idle, pressure 
could very easily be brought to bear upon the Federal Government 
not to recapture it in a case like that because you would have a non- 
usable expensive facility on your hands, would you not? 

Mr. Mircne.y. I think that would be true. 

Representative Horirrecp. On page 83, in reference to the public- 
lands section, has the present reservation of uranium in public lands 
substantially slowed down exploration ? 

Mr. Mircuety. I do not know that we can say, Mr. Holifield, that 
it has slowed it down. It is impossible to determine what the rate of 
exploration would have been had there not been this latent problem. 
We do know that this has given uranium miners a great deal of 
concern. 

Representative Ho.trretp. However, that concern has not been 
transferred into a lack of activity in the western areas, to my under- 
standing. I understand we have boom towns out there now, of peo- 
ple that are exploring the public domain. 

Mr. Mrrcueti. There undoubtedly has been activity, but how much 
more there might have been if this doubt had not existed, is impos- 
sible to say. 

Representative Horirretp. We had very little testimony on this 
matter. We had 1 or 2 people say they thought it was a good thing, 
but it seems to me the committee should have some additional testi- 
mony on this particular area. Asa matter of fact, I have not studied 
it much myself. 

Page 84, I think, refers to the section which provides that the AEC 
must pay for the rights to go on land and explore for uranium. In 
other words, under this bill you are giving up the Government’s reser- 
vation of uranium and placing in the bill a section which says that 
the Government has to pay for the right to go on the land and ex- 
re unless it wants to condemn or use the right of eminent domain. 

s it your understanding that it is in the public interest that we should 
have to pay to go on people’s lands to explore for uranium in the 
national interest ? 
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Mr. Mrrcue y. I would assume, Mr. Holifield, that whatever pay- 
ment would be made would be commensurate with the inconvenience 
and possible damage to the owner of the property. 

Representative Horirretp. Do you think that provision is all right, 
that we should give them back the uranium which is reserved in lands 
and then we pay them to go and look for it? 

Mr. Mrrcue.t. I think, as we tried to point out, in actual practice 
we are giving nothing back. 

Mr. Hottrretp. Well, the McMahon Act decrees different, as you 
know. It is now owned by the Government. 

There is one other point that I think I want to call your attention 
to on page 93. 

I withdraw that. That is a different section. That gives you the 
right to raise from $50 to $100. 

Mr. Mircne ti. That is right. 

Representative Hotirtetp. Mr. Chairman, it is late, and I have used 
an hour and a half of the Commission’s time and I have merely cov- 
ered the part of the testimony in which questions occurred to me. I 
have not covered other questions which are in the bill on sections on 
which there is no testimony. 

I feel that I should desist at this time, and I have not, of course, 
covered section 21. I would like to have the privilege of further 
questioning of the Commission on some other sections of the bill which 
are not in the testimony yet, at a later time. 

Chairman Core. The question is whether you want to renew tomor- 
row morning or at some other time. 

Representative Hotirrep. I am perfectly willing to desist until 
after the rest of the members have had a chance. 

Chairman Cote. Very well. 

I do want to point out in connection with some of the questions 
raised by Mr. Holifield with respect to the possibility of the Commis- 
sion, in granting these commercial licenses, of developing a pattern 
of monopoly, and call to your attention a section of the proposed bill 
on that subject—the section that is on page 41. 

I call your attention to section 103, dealing with commercial li- 
censes. Section 104 deals with granting of research licenses. 

Section 104 says that the Commission is authorized to grant licenses. 
The Commission may grant licenses for medical therapy, for research 
and development. ‘There is nothing compulsory about it. However, 
when we come to commercial use, to a proven type of reactor, the bill 
says: 

The Commission shall issue such licenses on a nonexclusive basis to appli- 
cants— 
who qualify— 
whose proposed activities will serve a useful purpose * * * who are equipped 
to observe and who agree to observe such safety standards * * * who agree 
to make available to the Commission such technical information * * *— 


so there is no opportunity for the Commission to establish any pat- 
tern of monopoly, to prefer any applicants over another and assuming 
that the applicant fulfills the requirements of subparagraphs (1), 
(2), and (3) of subparagraph (b) of section 103, with respect to the 
qualifications of the applicant, in that he has a good project, has the 
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financial capacity and skill to carry it out, and that he will comply with 
the regulations of the Commission. 

There is only one possible development where the Commission may 
exercise their right of selection of applicants, and that is where there 
is not enough fissionable material to go around. Then the Commis 
sion is required to prefer applicants who apply for fissionable mate- 
rial for use in basic research, for use that will advance medical therapy 
and basic research. Otherwise, all applicants must be treated alike. 

So from my standpoint and my understanding of the bill there is 
no opportunity for a pattern of monopoly by the Commission or for 
the Commission to prefer one applicant over another if they are other- 
wise qualified. 

Representative Horirietp. Mr. Chairman, I do not want to enter 
a controversy with you at this time on that particular point. I 
grant you certainly the right to that belief, as I have the other belief, 
but I would like to point out that the writing in of antimonopoly 
language into an act, to clearly indicate that the function of the 
agency “shall not go along that line, is a matter of public record, and 
firm and clear language, much firmer and much clearer in most in- 
stances, I believe, than there is in this bill, is contained in the Atomic 
Energy Act of 1946, in regard to the Department of Justice, and I 
will give you the code numbers: 

The Department of Justice (title 15, United States Code, secs. 4, 9, 
and 25) ; the Federal Trade Commission (title 15, United States Code, 
sec. 13 (a)); 

The Federal Reserve System, title 15, United States Code, sec. 

13 (a)); the Federal Reserve System (title 15, United States Code, 
sec. 19) ; 

The Civil Aeronautics Board (title 15, United States Code, sec. 21) ; 

The Interstate Commerce Commission (title 15, United States Code, 
sec. 20) ; 

The Federal Communications Commission (title 15, United States 
Code, sec. 21) ; 

The Federal Power Commission (title 16, United States Code, secs. 
813, 824 (e), etc.) ; 

The Department of Agriculture (title 7, United States Code, sec. 
202; title 7, United States Code, secs. 608 (b) and 608 (c) (7); and 
title 7, United States Code, secs. 192-1940) ; 

The Department of the Interior (title 15, United States Code, sec. 
522; title 48, United States Code, secs. 436 and 442; title 30, United 
States Code, sec. 184; title 3, United States Code, sec. 187; title 43, 
United States Code, sec. 970; title 16, United States Code, sec. 
590z-2; title 16, United States Code, sec. 590z—-10; title 43, United 
States Code, sec. 45-H (c); and title 16, United States Code, sec. 
825s) ; 

The Post Office Department (title 39, United States Code, sees. 432 
and 433, and title 39, United States Code, sec. 808) ; 

The Department of the Navy, title 34, United States Code, sec. 
749a) ; 

The Department of Commerce (title 15, United States Code, sec. 
171); 

The Department of the Treasury (title 15, United States Code, sec. 
73; title 19, United States Code, sec. 1337) ; 
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The United States Tariff Commission ; 

The next one is the Securities and Exchange Commission (title 15, 
United States Code, chs. 2B and 2C) ; 

The General Services Administration (title 41, United States Code, 
supp. V, secs. 252 (b) and (d); title 40, United States Code, supp. 5, 
sec. 488 ; title 50, United States Code, sec. 1611 ff.) ; 

The Rubber Producing Facilities Disposal Commission (Public 
Law 205, 83d Cong., 1st sess.) ; 

Office of War Mobilization and Conversion (title 50, United States 
Code, secs. 1559 and 1660) ; 

The Office of Defense Mobilization (64 Stat. 815) ; 

The Smaller War Plants Corporation (title 50, United States Code, 
secs. 1103 and 1104). 

The Reconstruction Finance Corporation and Small Business Ad- 
ministration (62 Stat. 261 and 67 Stat. 230). 

The Tennessee Valley Authority (title 16, United States Code, secs. 
831i and 831k-1) ; 

The Rural Electrification Administration (title 7, United States 
Code, sec. 904) ; and 

The Bonneville Power Administration (title 16, United States Code, 
secs. 832a and 832c). 

So the precedents for writing preventive antimonopoly, antire- 
straint of trade, equitable licensing, and nonprice-fixing language into 
legislation is well established, and I could not desist without saying 
that I am unsatisfied with the language that is in this particular bill. 

Chairman Cote. It is now 5 o’clock. 


The meeting will adjourn to meet tomorrow morning at 10 o’clock 
in the caucus room of the Old House Office Building. 

(Whereupon, at 5 p. m., Wednesday, June 2, 1954, the committee 
recessed until 10 a. m., Thursday, June 3, 1954, in the caucus room, 


Old House Office Building. ) 





3 AND H. R. 8862, TO AMEND THE ATOMIC 
ENERGY ACT OF 1946 


THURSDAY, JUNE 3, 1954 


ConGRESS OF THE UNITED STATEs, 
Joint COMMITTEE ON ATOMIC ENERGY, 
Washington, D.C. 

The joint committee met, pursuant to recess, at 10:15 a. m., in the 
caucus room, Old House Office Building, Hon. W. Sterling Cole 
(chairman of the committee) presiding. 

Present: Representatives Cole, Van Zandt, Durham, Holifield, 
Price, and Kilday ; Senators Hickenlooper and Pastore. 

Professional staff members present: Corbin C. Allardice, executive 
director; Walter A. Hamilton, George Norris, and Francis P. Cotter. 

Chairman Corr. The meeting will come to order. 

Let the record show that six members of the committee are present, 
and therefore a quorum is present. 

When we adjourned yesterday afternoon the Commission was still 
presenting its judgment with respect to the two bills pending before 
the committee and was being exposed to examination by members of 
the committee. Mr. Holifield had coneluded, at least temporarily, his 
questioning. So this morning we will start with Senator Pastore, if 
he has questions. 


STATEMENT OF THE ATOMIC ENERGY COMMISSION, REPRESENTED 
BY LEWIS L. STRAUSS, CHAIRMAN; COMMISSIONERS HENRY D. 
SMYTH, THOMAS E. MURRAY, EUGENE M. ZUCKERT, AND JOSEPH 
CAMPBELL; K. D. NICHOLS, GENERAL MANAGER; WILLIAM 
MITCHELL, GENERAL COUNSEL; H. L. PRICE, DEPUTY GENERAL 
COUNSEL; AND EDWARD R. TRAPNELL—Resumed 


Senator Pastore. Mr. Strauss, I am going to confine myself almost 
exclusively to the question of patents and the recommendations that 
you have made thereto in your statement. I notice that the Com- 
mission advocates the compulsory licensing system, and that you have 
tied it down to a period of 5 years. 

Now, will you please explain to me how would you measure the 
period of 5 years—from the time that the act is passed or from the 
time individuals secured patents ? 

Mr. Srravuss. From the time that the act is passed. 

Senator Pastore. Now, if that is the case—and the presentation that 
you have made already illustrates how long this program will take for 
its full development. I think you put it in terms of 1 decade or 2 
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before we can reduce these costs down to a point where they will 
compete with conventional fuels—do you not think that the term of 
5 years is almost infinitesimal ? 

Mr. Srrauss. Senator, the prediction to which you have just re- 
ferred, I believe I characterized yesterday asa “guess.” With respect 
to this recommendation on the patent structure with which the Com- 
mission will have to deal, I think that the history of that recommen- 
dation will be illuminating and of interest. 

There was in the Commission a divergence of opinion, as among any 
group of men, on how the patent aspect of the atomic energy program 
could best be administered in the public interest. There were those 
of us who felt that it might be immediately returned to the existing 
patent structure which is a common practice in every other field of 
endeavor. There were those in the Commission who felt that the 
present monopoly, Government monopoly, should continue indefinite 
ly. This matter was debated in the best of good will. As a matter of 
fact, we took the problem with us out of town for a 3-day session, and 
the conclusion which we have reached is a unanimous conclusion 
based upon our considered opinion that this is a defensible position 
in the interest of the people of the United States, and one that will 
not stifle invention. As in so many other instances, it is the result of 
a compromise, and all of us are unanimous in believing it is a sound 
and wise one. 

Senator Pasrore. I appreciate that position, but I am trying to 
line it up with everything else that has been said. 

Now let us assume for a moment that this bill was passed during 
this session of Congress. Now you have already pointed out that we 
are now developing 5 types, 1 full-scale and full prototype, and we 
have not progressed too far in that respect, have we ? 

Mr. Srravss. No. 

Senator Pasrore. As a matter of fact, very little has been done 
even on type 1° 

Mr. Srravuss. No. I would say a good deal of progress has been 
made on type 1. Senator, as you are aware, there is in your own part 
of the country at the present moment in a submarine, a reactor of 
type 1 which, while it is not a commercial reactor, will nevertheless 
be producing large amounts of power. 

Senator Pastore. But is it not a fact that even when that is fully 
developed we have not reached any point where we can assume that 
the costs will be competitive with the production of electric power 
by conventional fuels? 

Mr. Srravss. That is correct. 

Senator Pastore. Therefore, if we tie down this compulsory licens- 
ing to a period of 5 years from the time that the act is passed, in its 
practical sense it really will not have any force and effect, because 
really what we are trying to do by this system of compulsory lic ensing 
is merely to make it a free use of these inventive ideas, with adequate 
compens: ition to the inventor. 

Mr. Srravss. That is right. 

Senator Pastore. The point is not to stifle initiative or creativeness. 
And at the same time, if we are going to open up the door to everyone 
to come in and apply for a license, we want to preserve this freedom 
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of activity as much as we can. I think that is the philosophy behind 
the suggestion of ¢ ompulsory licensing. Is that right? 

Mr. Stravss. That is correct. On the other hand— 

Senator Pastore. Now the thing that is disturbing me—while I like 
the idea of compulsory licensing, I am afraid it will not be of any 
practical use, for the reason you are tying it down to 5 years from the 
time the act is passed. Why should it not be 5 years from the time the 
patent is secured ? 

Mr. Srravss. Because, Senator, patents have a life of 17 years under 
statute. Speaking now purely from my own experience with them, 
the advantages to be gained by an inventor are frequently only in the 
very last period of the term. This would mean that the 5 years lopped 
off the 17 would seriously impair the value of a patent to an inventor. 

Senator Pastore. Of course, the inventor would still be entitled to 
adequate compensation even during the time that he is compelled to 
grant the use of it to someone else. All we are trying to get away 
from here is to cut out exclusiveness, and I am trying to line this up 
with the philosophy of your thinking, that we ought to make it less 
exclusive, and that at the same time we are adopting a procedure 
which will make it exclusive from a practical point of view. 

Mr. Srravss. It is in conflict, of course, with the free competitive 
enterprise admonition in the act. One of the advantages of competi- 
tion is that a man has the benefit of his own ingenuity and inventive- 
ness. This would deprive him of that for 5 years. I think the Com- 
mission felt that 5 years was as long a time as one could justify. 

Senator Pasrore. From the time the act was passed ? 

Mr. Srravss. From the time the act was passed. 

Now, Senator, I have to say that this is a little difficult to argue 
before you and be sure that I am not doing violence to other opinions. 
In testifying as I have, I am testifying as of the date of the Commis- 
sion’s decision on this point, which was reaffirmed in the statement 
presented here. 

Senator Pastore. I will just say this: If there are other members 
of the Commission who have a different point of view with reference 
to this subject, I would be glad to hear from them. 

Mr. Srravss. I am polling by the way of looking in their direction. 

Chairman Cote. May we have an indication by lifted hands, not for 
response, but just to indicate whether there is a member of the Com- 
mission who does not subscribe to the statement made by Mr. Strauss 
with respect to patents. 

Dr. Smytu. In terms of the 5-year compulsory licensing? 

Chairman Cores. Yes. 

Dr. Smytu. As far as I am concerned 

Chairman Cotz. Just indicate if you agree. 

Dr. Smytu. In general, yes, I do subscribe to what he has said. 

Chairman Corr. I am not going to call the roll of the Commission 
now. If any member of the Commission disagrees on the 5-year 
proposition, let them raise their hand and we will find out who it is. 

Mr. Zucxert. On the question of the 5-year proposition ? 

Chairman Cote. Yes. 

Mr. Zucxert. No, sir. 

Senator Pastore. Five years from the time the act is passed. 
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Mr. Zucxert. I know of no disagreement. 
Representative Hotirrecp. Will the gentleman yield on that point ? 

Senator Pasrorg. Yes. 

Representative Houirrerp. The 5-year period, of course, is an arbi- 
trary period, but it might not comply with the President’s message, 
where he said that he thought such compulsory licensing should exist 
until a broad base of industrial application had oce urred. ‘Therefore, 
I assume when you use the 5-year period that you are not advocating 
a rigid 5-year pel ‘iod, but you are advocating a 5-year interim period, 
at the end of which time you would again ts ake a look at the participa- 
tion by industry ; and if at that time you found that the participation 
was not broad, but that it was limited as a result of either slowness 
of the technology or its lack of economic attraction, at that time you 
would be in favor of taking another look at the subject. 

Now I would like to put that into a definite question as to whether 
you advocate a rigid 5-year compulsory patenting period, or whether 
you advocate a 5-year period, with the view of checking on the broad 
base of industrial participation at the end of 5 years. 

Mr. Srravss. Mr. Chairman, shall I try to answer that question ? 

Chairman Core. Yes, surely. 

Mr. Srravss. Mr. Holifield, this was put in as a 5-year period with 
no attempt to foresee the future. It is our feeling that during the 5 
years—our expectation is that access to information will be very 
much broadened. The rate of growth of this information presently 
is great. So that the problem of a preferred position at the end of 
5 years will be very much less or nil. 

Representative Hoxirmxp. But if it did occur at the end of 5 years’ 
time that this broad base of industrial participation had not occurred, 
you would feel that it would be obligatory upon the part of the Com- 
mission and the Congress to take a further look at the matter in order 
to guarantee that the President’s objectives were still accessible to 
industry as a whole? 

Mr. Srravuss. L feel that the 5-year compulsory licensing period, 
if the committee and the Congress adopt it, should be sulfic iently 
definite so that business would be reassured on the point, and that 
there should be no indication that at the end of that time the Gov- 
ernment had entered into this arrangement with business with a reser- 

vation which would, in effect, aullify the provision. 

Representative Hotirretp. Now, ‘Mr. Chairman, I would like to 
have a separate opinion of each one of the Commissioners if they 
have any divergent views on that point. And if not, I would like 
for them to acquiesce to it. I would just like to have the record 
show what the Commission as a whole feels on that question. They 

san testify later if they want to. If anyone has an objection, I do not 
ask for their testimony at this time. 

Chairman Corr. The Chair sees no indication of disagreement. 

Dr. Smytru. Yes, Mr. Chairman. 

Mr. Zuckert. Yes, Mr. Chairman. 

Chairman Corr. When requests of this kind are made of the Com- 
mission, I wish the Commissioners would respond so we do not de- 
lay. The record indicates that Mr. Zuckert and Dr. Smyth do not 
agree with the statement made by Mr. Strauss. 









AMEND ATOMIC ENERGY ACT OF 1946 


Dr. Smyrtu. It is difficult to express disagreement without testify- 
ing on the shading of meaning. 

Chairman Core. Now you are going to have a chance to give the 
es All we want to know is whether there is agreement or 
some degree of disagreement. We find there is a degree of disagree 
ment on the part of two. 

Representative Horirm.p. If Senator Pastore will yield further, 
I want to say, in the questions that will occur today that I want each 
and every member of the Commission to at this time indicate—if they 
do have shadings of opinion important enough to express, that they 
indicate they want to testify on the point later. Otherwise, it will 
be necessary for me when I reach my questioning period to ask the 
some line of questions of each member, and I do not desire to do that. 
I do not think that is necessary. But I want a frank and voc ‘al, or 
at least a rising stand, to indicate differences of opinion, and that will 
expedite the hearings in my opinion. 

Mr. Zucxerr. Mr. Holifield ? 

Representative Hoxirietp. Yes, Mr. Zuckert. 

Mr. Zuckert. I think the problem is a little complicated for me by 
the use of the word “disagreement.” I do not think that this amounts 
to a disagreement. I think there is a difference in reasoning between 
the Chairman, a very slight difference in reasoning between the Chair- 
man and myself, at least, in arriving at this result. 

Chairman Core. Let me correct my friend from California when 
he says when his period of questioning arises. He has had his period 
of questioning, and if he questions again, it will be a renewal of it 
and not for the first time. 

Representative Honirtreip. That is true. 

Senator Hicken.oorrr. I take it Mr. Zuckert is saying the diver- 
gence of opinion will not cause the unsheathing of battleaxes and 
having at it. 

Mr. Zucxert. That is the reason I object to “disagreement”. I do 
not think it properly describes it. 

Dr. Smyru. That is also what I was trying to say. 

Chairman Coir. Senator Pastore. 

Senator Pastore. I do not intend to argue about this, because I 
want to say at the very outset you have just as much right to your 
opinion as I may have to mine, and you may be right and I m: Ly be 
wrong. But I am trying to reconcile some of the statements that have 
been made. 

First of all, let me point to page 4. 

Mr. Srrauss. Page 4? 

Senator Pastore. Page 4. There is a figure there I should like to 
clear up at the very outset. You say there: 

This Nation has spent about 10 billions on atomic energy. 


I have heard the figure of 10 billions, I have heard the figure of 12, 
I have heard the figure of 13. I know you cannot give us a precise 
figure, but by the end of fiscal 1954 how much will we have spent on 
the atomic-energy program ‘ 

Mr. Srravuss. The figure here, Senator, is in round numbers approxi- 
mately correct. The divergence to which you refer is, I think, because 
of the loose treatment that is accorded to the difference between the 
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expenditures and appropriations. That is to say amounts have been 
appropriated which the Commission has not yet spent. 

Senator Pastore. But up to the present time we have spent about 
$10 billion ? 

Mr. Srrauss. That is approximately correct. Incidentally, I might 

say, in view of the present question, I am somewhat embarrassed about 
testifying for any opinion except my own. 

Senator Pastore. I realize that. 

Mr. Srravss. I regret to have to make that statement. 

Senator Pastore. Now on page 5 you say there, in the middle of the 
page: 

But we must also take steps to assure the fullest possible use of the great 
body of data which has been built up by the expenditure of public funds. 

With that statement I agree 100 percent. 

Now turning to page 19, in explaining the time that will be con- 
sumed in the development of this program, you say this: 

Kirst is the matter of time. We are only now in the development stage. We 
have not yet reached the phase of competitive, commercial application. This 
is some years ahead. As I mentioned earlier, the 5-year reactor program sub- 
mitted to the committee is aimed at making competitive nuclear power a reality. 
If the goal is accomplished, our feeling is that only a small number of full-scale 
privately owned and operated power reactors are likely to be on the line before 
L065. 

Now, that is 11 years from now. 

Mr. Srracss. Yes. But “on the line,” Senator, means operating, 
and it takes, I would say, on an average, from 3 to 5 years to design 
and construct and put a reactor into operation. 

Senator Pasrore. Do you still feel, in view of the passages I have 
read, that this 5-year period from the passage of the act is sufficient 
protection to the great investment that has been made by the Ameri- 

can people to the tune of onan $10 billion in atomic research ? 

Mr. Srrauss. Senator, I do and the Commission does. 

Senator Pastore. That is all. 

Chairman Cotr. Mr. Van Zandt? 

Representative VAN ZANDT. No questions at the moment. 

Chairman Core. Mr. Kilday? 

Representative Kitpay. No, thank you. 

Chairman Corr. Are you ready, Mr. Holifield ? 

Representative Horirreip. I think Mr. Price has some questions, 
but we might have Mr. Zuckert and Dr. Smyth give their difference in 
reasoning. 

Chairman Cote. W hy not? Do you want to interrogate them, 
Senator ¢ 

Senator Pastore. I understood they were all in accord. I am satis- 
fied with that position. 

Chairman Core. Mr. Zuckert and Dr. Smyth had some shades of 
“disopinion.” 

Mr. Srrauss. When this is concluded, if further questioning is not 
ready, the general manager has some information which he compiled 
in answer to a question put to us yesterday by Mr. Holifield. 

Chairman Core. Let us finish up with the patent question as far 
as Senator Pastore is concerned. 
Will you come up, Dr. Smyth? 
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Dr. Smytru. Mr. Chairman, the shade of “disopinion” that I had 
had to do only with the question of a possible review of this 5-year 
period as the technology develops. It is perhaps obvious that the 
Commission and the Congress can always review this provision. My 
own feeling is that we do have to watch the way in which this com- 
pulsory licensing provision operates and the way in which the 
technology develops. Although I do not expect to be involved in 
any discussions 5 years from now on this subject, I would say that 
if I were on the Commission at that time I would want to take a 
hard look at how the technology developed, and whether the 5-year 
provision—whether the provision for compulsory licensing might be 
properly extended at that time. I would hardly call this a disagree- 
ment with what Mr. Strauss said, but I thought I should try to 
qualify it. 

Representative Houirrecp. Mr. Chairman, will the witness not leave 
the stand, please ? 

Dr. Smyru. Excuse me. 

Representative Hoxrtrretp. Senator Pastore, are you satisfied ? 

Senator Pasrore. Goahead. Iam not satisfied with the conclusion, 
but I mean it is a degree of disagreement. That is all. But I am 
through with the witness. 

Representative Hotirretp. Dr. Smyth, the President in his message 
of February 17 says: 

I hope that participation in the development of atomic power will have broad- 
ened sufficiently in the next 5 years to remove the need for such provision. 
And I suppose you concur with him in that hope? 

Dr. Smytu. Yes, sir. 

Representative Horirtetp. He also said: 

Until industrial participation in the utilization of atomic energy acquires a 
broader base, consideration of fairness requires some mechanism to assure that 
the limited number of companies which as Government contractors now have 
access to the program cannot build the patent monopoly which would exclude 
others desiring to enter the field. 

Are you also in accord with that statement ? 

Dr. SMyru. Yes, sir. 

Representative Hoxirretp. Thank you. 

Chairman Core. Mr. Zuckert. 

Mr. Zuckert, Mr. Chairman, my view is substantially that of Dr. 
Smyth’s. In my own reasoning in coming to the 5-year period, I felt 
that this was such a short period that it would not act as a discourage- 
ment to companies not to push ahead; and, on the other hand, I felt 
that the period was long enough to give us the basis of appraisal for 
determining whether or not at the end of that period the patients 
should be in the normal pattern of Ameriean patents. 

tepresentative Ho.irrecp. Your answer to the two questions I 
asked Dr. Smyth would be in the affirmative or in the negative? 

Mr. Zucxrert. Mr. Holifield, you asked, as I understand it, if I 
shared the President’s hope that at the end of the 5-year period the par- 
ticipation would be broad enough so that we could do away with this 
compulsory-licensing provision ¢ 

Representative Hourreip. That is right. 

Mr. Zucxert. I would have that hope. Now the second question 
I am not so clear on, Mr. Holifield. 
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Representative Horirrecp. I will read it to you so you will be clear 
on it. [Reading :] 

Until industrial participation in the utilization of atomic energy acquires a 
broader base, consideration of fairness requires some mechanism to assure that 
the limited number of companies which as Government contractors now have 
access to the program cannot build a patent monopoly which would exclude others 
desiring to enter into the field. 

Mr. Zuckert. That is specifically the objective that I thought should 
be attained. 

Representative Price. Will the gentleman yield to me there? 

Representative Hoiirime.p. It is your time. 

Chairman Coie. Mr. Price, you have the floor. 

Representative Price. I do not seek the floor right now. 

Chairman Core. You are going to get it. You had better take it. 

Representative Price. Getting to the point of the President desiring 
to hold some control over the patent provisions until such time as the 
program has attained a eden base and more and more industries 
are participating in it, I would like to point out in the statement of the 
Commission it does not foresee too much of an expansion of the pro- 
yzram among industry for at least 10 years. I would like to point out 
the Commission’s own statement on page 19, in which it said, talking 
about the development stage: 


If the goal is accomplished, our feeling is that only a small number of full- 
scale privately owned and operated power reactors are likely to be on the line 
before 1965—in other words, over 10 years from now. 

So that indicates that the Commission itself feels it is going to be 
quite some time before this broad base is attained. Therefore, I think 


it is absolutely necessary that this committee give very serious atten- 
tion to the President’s cautious words on this provision. 

Mr. Zucxerr. That is a comment. You are not asking me a ques- 
tion # 

Representative Price. What do you think about that ? 

Mr. Zucxert. [ will tell you what I think, sir. I think that in this 
atomic energy business we have always been surprised at the speed 
with which we have been able to progress in a lot of respects. I do 
not think that 

Representative Price. That is all the more reason then to protect 
the public interest. 

Mr. Zuckertr. Of course, I am in favor of protecting the public 
interest, Mr. Price, but I do not think now that we should use as the 
basis for determining what a broader base is how many operating 
reactors are on the line. 

Representative Price. But I think the mere fact the President him- 
self expressed considerable misapprehension on complete liberaliza- 
tion of the patent. provisions, without giving some thought to the pre- 
vention of monopoly in the patent field, indicates to me that there is 
some cause for concern and we should give very careful attention and 
a very careful look at this provi tion. 

Why would the President be fearful of too great liberalization of 
the patent provision ? 

Mr. Zuckert. Mr. Price, as I see it, the Commission has had a com- 
parable concern, and this is the view that this represents the Commis- 
sion’s idea of how you would attempt to meet that concern. You pro- 
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vide for a 5-year period in which to give you a sufficient basis for ap- 
praisal of the degree to which industrial participation is broadened. 

Senator Pastore. Will the Congressman yield to me at that point ¢ 

Representative Price. I will be glad to yield. 

Senator Pastore. Of course, that is precisely the thing that is 
bothering me in this whole field. There is a presentation here that 
we have got to wait a long time before we can ever reduce this program 
to the point where the cost will be competitive with conventional fuels, 
and I think the Commission has made an excellent presentation in 
that respect. It has not overexaggerated the possibilities and has 
pointed out very effectively that before we get to that point where this 
thing will be anywhere near an area of competition, that we are going 
to wait at least 10 years. Now, a patent right, idea, or a technique 
will mean nothing in this program unless it leads to the point of 
bringing atomic power in competition with conventional fuel power. 
Am I right in that? 

Mr. Strauss. Yes, Senator. But I believe this observation might 
clarify the subject for you: The time scale on which plants are built 
is not the one that is really applicable here. Patents and inventions 
are important in the research and development stage which ordinarily 
precedes the erection of plant facilities by a number of years. There- 
fore, the Commission’s estimate of the time when a number of full- 
scale privately owned and operated power reactors are likely to be on 
the line, is really not the criterion which I submit should be used in 
evaluating the time at which patents and ideas on which those plants 
are founded will be generated. Those ideas and inventions will pre- 
cede that by a number of years. 

Senator Pastore. Then why are you advocating compulsory licens- 
ing at all? 

Mr. Strauss. As a compromise between diverse views in the Com- 
mission, and a compromise that we believe is sound. 

Senator Pasrore. I do not mean to be facetious in saying this, but 
to me it merely represents an eyewash. 

Chairman Coxz. Mr. Price, we are back with the chairman of the 
Commission now. 

Representative Price. Mr. Chairman, the President did express 
misapprehension over the changes of provisions in the patent field. 
That was in a message to Congress. Now, did the Commission con- 
sult with the President before his message went to Congress, or did 
you see the message before it went to Congress ? 

Mr. Strauss. Yes; we saw the message before it went to Congress. 

Representative Price. Did all the Commission see it? 

Mr. Strauss. I am unable to answer that. I do not know. 

_ Representative Price. The reason for that line of questioning 
is 

Mr. Srravss. I believe it to be true. 

Mr. Zucker. We all saw it. 

Mr. Strauss. They all saw it. 

Representative Price. My reason for that line of questioning is 
that I think from your testimony here the Commission supports the 
admonishing in the President’s message. Do you then consider that 
it would be a mistake for Congress to revise the Atomic Energy Act 
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without containing these safeguards in the patent provisions as sug- 
gested in the President’s message ? 

Mr. Strauss. Would you mind repeating that question, Mr. Price? 

Representative Price. Does the Commission or do you personally 
feel that Congress would make a mistake if it would approve the revi- 
sion of the Atomic Energy Act of 1946 without retaining the safe- 
guards in the patent section as recommended in the President’s 
message ? 

Mr. Srravss. The precise terms of the recommendations in the 
President’s message, Mr. Price, I cannot recall. I believe, however, 
that 

Representative Price. Mr. Chairman, here is what the President 
said, and I think they are pretty concise recommendations. He sug- 
gests that the patent section be liberalized by expanding the area to 
which private patents can be obtained to include the production as 
well as utilization of fissionable material, while continuing for a 
limited period the authority to require a patent owner to license others 
to use an invention essential to the peacetime application of atomic 
energy. 

Chairman Corr. You did not read the whole statement, and I insist 
that you do, because that is the very point of the argument. 

Representative Price. That, of course, is the whole statement as to 
the fifth of five points in the President’s recommendation, but I will 
be glad to read what follows because I intended to do so. Here is the 
rest of the statement: 

Until industrial participation in the utilization of atomic energy acquires a 
broader base, consideration of fairness requires some mechanism to assure that 
the limited number of companies which as Government contractors now have 
access to the program cannot build a patent monopoly which would exclude 
others desiring to enter the field. I hope that participation in the development 
of atomic power will have broadened sufficiently in the next 5 years to remove 
the need for such provision. 

Mr. Srravss. The 5-year provision was our mechanism in order to 
accomplish that, Mr. Price. 

Representative Price. You subscribe fully to the President’s recom- 
mendation ¢ 

Mr. Srravss. If that and the Commission’s recommendation are 
read together, they are an entity. I think the reading of the Presi- 
dent’s recommendation alone is simply laying down the guide rules 
which we have tried in our statement to define. 

Representative Price. Do you feel definitely that these safeguards 
or these provisions should be in this act? 

Mr. Srravuss. To the extent that we recommended them in our state- 
ment; yes, sir. 

General Counsel calls my attention to the fact that I should empha- 
size at this point the Commission’s proposal would cover inventions 
or discoveries conceived or discovered during the 5-year period. The 
compulsory licensing power would extend for the ‘full life of those 
patents. 

Senator Pastore. Now you mean it would extend for the 17-year 
period ? 

Mr. Mircneti. Yes, sir; as to any inventions or discoveries. 

Senator Pasrorr. That is a horse of a different color. Do I under- 
stand the position now is that anything that is discovered within the 
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next 5 years will be subject to compulsory licensing for the period for 
which the patent will last? 

Mr. Mrrcuet.. May I answer that, Senator, insofar as the com- 

yulsory licensing power exists, any invention or discovery to which 
it applies would be subject to compulsory licensing for the full 17-year 
period. The Commission’s proposal does not extend to every invention 
or discovery in the field during the 5-year period. We are suggesting 
a limited power—only those inventions or discoveries which are funda- 
mental to the art. 

Representative Price. Mr. Chairman? 

Chairman Corr. Mr. Price. 

Representative Price. On page 56 of your statement, Mr. Strauss, 
you state that— 

We are pleased to see that it appears to be the intent of the bill to give 
authority for carrying out this proposal— 
referring to the President’s United Nations speech. Do you feel that 
the intent is not too clear, that the bill does not spell it out clearly 
enough ¢ 

Mr. Srravss. No; I think that the bill spells it out as clearly as it 
can be spelled out in the absence of any direct plan or proposed agree- 
ment with any other nations or groups of nations. 

If you will recall, it was not in the measure which was submitted by 
the Commission, but when the committee print was prepared this ap- 

roach to implementing the President’s December 8 proposal was 
included. And while the State Department is primarily the agency 
of the Government principally interested—and I presume that you 
will hear from representatives of the State Department—the Com- 
mission was very pleased. 

Representative Price. Would you say then, would the Commission 
say then, that this section of the bill does in some way implement the 
United Nations proposal ? 

Mr. Srrauss. The President’s proposal? 

Representative Price. Yes; the President’s proposal. 

Mr. Srravuss. That is my belief, sir, and I think it is shared by my 
colleagues. 

Representative Price. Mr. Chairman, that is all I have at the 
present time. 

Chairman Cote. Do you know of anybody who disagrees with the 
philosophy of the bill that the time has arrived when our national 
security requirements are such as to make it possible for normal com- 
mercial business, patent operations in general, to occur in the non- 
an field of atomic energy ? 

Mr. Srrauss. I am afraid, Mr. Chairman, I will have to speak 
personally here. 

Chairman Corr. Now this bill opens up the door to the develop- 
ment of the use of atomic energy in all of its ramifications with the 
exception of weapons. 

Mr. Srravss. Yes. 

Chairman Cotz. Now do you know of anybody who disagrees with 
that proposal to open the door? 

Mr. Srravss. I do not, in the Commission. 

Chairman Coz. Well, I have read that. I have read there is no 
disagreement with the conclusion that we may now safely allow 
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people to embark in this new field. So we can accept that without 
disagreement, that it is safe for us to try to learn to use atomic energy 
for nonmilitary purposes. 

Now apparently the principal bone of contention, area of disagree- 
ment in the pending bill is with respect to the patents. I confess 
I am seriously and more disturbed by the recommendation of the 
Commission, and that is the one reason why it is not in this bill, 
because anything of that nature is not going to have my name at- 
tached to it—for one reason, because of my doubt of its constitution- 
ality, but more particularly because it is so completely hostile to every- 
thing that America has ever stood for. Time after time after time 
back through the centuries of this country proposals have been pre- 
sented to the Congress to require compulsory licensing, and never yet 
has the Congress adopted one. I am aware that 5 years is a short 
time which will soon be over, but the principle will have been estab- 
lished and adopted by the Congress, and it is wrong. And already 
here today we hear expressions of 5 years is not long enough, it must 
be 10 years. There will be others who will say it should be 20 years, 
and there will be some who will say it should be forever. But once 
we start on that road, it is a dangerous, dangerous road. 

Senator Pastore. Will the chairman yield to me at that point for a 
short observation along the same line? 

Chairman Corz. If it is short enough. 

Senator Pastore. Yes, I will make it very, very brief. 

Chairman Cotz. Go ahead. 

Senator Pastore. Unless I am mistaken about. it, is not the philoso- 
phy of compulsory licensing expressed in the TVA Act? 

Mr. Srravss. If that question is directed to me, I am in complete 
ignorance. 

Senator Pastore. I do not think it is a novel idea at all. Here we 
are faced with the proposition that $10 billion of the taxpayers’ money 
has been spent, which is a tremendous handicap to the people who are 
going to be let m on this program—which is a wonderful idea and 
I am all for it. The only thing that I am trymg to do is to protect 
ourselves against this exclusiveness that might do us some public 
harm. Iam not here to break up any American tradition. I do not 
see anything hostile in it. I think we have a right and a duty to 
protect $10 billion of the taxpayers’ money that has been invested. 

Chairman Core. I am not familiar with the TVA, but if there is 
any provision in there with respect to compulsory licensing of any 
new idea that is developed through that operation, it will be because 
the Government itself is one who is the operator of it, the developer 
of it, and of course that should be open to the public, to public use, 
just the same as everyone of these new ideas that have been developed 
with this $10 billion that has been dandied about or open for public 
use without discrimination, without royalty. They are open for use 
because they belong to the people, belong to the Government. 

What is it you are trying to do? What is the goal of this com- 
pulsory licensing proposal? What are you trying todo? What is 
the President trying to do? And there is a disagreement. I hope 
you know the disagreement between the Commission’s proposal and 
the President’s recommendation. It has not been beoaste out by the 
questioning of those who are now so anxious to support our President, 
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but there is a difference. Tell me what is the goal of the Commission 
in this licensing. What are we trying to do? 

Mr. Srravss. The goal of the Commission, Mr. Chairman, is to 
try to reconcile two objectives—to bring atomic energy into public 
use at the earliest possible date, and to try to avoid any situation 
whereby those few interests who have contributed so largely to the 
development of the weapon and other projects, and who of ne essity 
have had to be admitted to knowledge of atomic energy, would benefit 
financially thereby to the disadvantage of others. 

Chairman Corr. You have stated it very, very clearly, very prop- 
erly, and you have mentioned an element that has not been discussed. 

Now if that were your true goal of trying to encourage the develop- 
ment of this new power and prevent those few people who had been 
in on the program from taking advantage of it, why did you include 
everybody under this compulsory requirement irrespective of whether 
they had ever seen an atomic reactor, having had no connection with 
the program whatsoever? The poor little man up in a cellar at Bath, 
N. Y., maybe a wine cellar, who tomorrow may get an idea that is 

valuable in atomic energy, according to your formula, is going to 
be required to share that with anybody who may ask for it at a 
price not subject to his control, subject to a governmental determina- 
tion for 17 years. Why do you penalize him. 

Mr. Srravss. We did not regard it as a penalization against him. 
A Government determination was presumed to be a fair one, Mr. 
Chairman. 

Chairman Corr. Before you go further than that, you must agree 
that any limitations upon the free use of a patent is to a degree at 
least a deterrent, a discouragement, an infringement. 

Mr. Srravuss. It might be there would be an instance where a few 
would be penalized for the benefit of the many, but in no case, if 
extended only for 5 years, would there be a permanent disability. 

Chairman Corr. That still does not answer my question. Why do 
you include those people who have not been in on the program, who 
are not among the limited few who have received no public funds 
whatsoever in the dev elopment of any atomic work they have done? 
Why should they be subject to this compulsory-licensing provision ? 

Mr. Srrauss. I would say again, this time speaking personally, 
that the fact that it might be possible to differentiate between those 
whose ideas were derived from a close association with the project 
and those who, let us say, were born yesterday, is one which had 
never occurred to me. 

Chairman Coxe. It makes it more palatable to bring in everybody, 
but the other reason is more persuasive. And it was brought out at 
the public hearings a week or two ago when I suggested if that is 
what you are trying to do, and what the President is trying to do— 
prevent those limited few companies who have been in on the opera- 
tion from benefiting unduly by their operations—then why do you 
not say so?’ Why do you not say companies which have had any 
contracts with the Government, its employees, any organization, 
whether it has had public funds or not, if it has had any relationship 
with the Government in this program cannot have the patents? 

T will go further than you will or these other gentlemen. I will say 
those people should not have any patents at all for ideas that were 
developed during the course of that association. 
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Mr. Srravss. Of course, it is difficult to the point, perhaps, of 

impossibility to say when an idea was developed, Mr. Chairman, 

‘hairman Corr. You know the reason why you do not do it, be- 
cause it is grossly unfair. You know, as an original member of the 
Commission, the difficulty of getting companies to come in and oper- 
ate these plants. I will ask, is not that the fact? 

Mr. Srravss. That was very difficult. 

Chairman Core. And it is still difficult to get companies to operate 
our large installations? 

Mr. Srravss. It is not easy. 

Chairman Corr. I do not know to what extent—I assume that you 
have at least read the patent proposal that was put into the bill ‘for 
the first time in the revised edition, which in substance says that any- 
body who applies for a patent, nonweapon atomic-energy field, in 
connection with his application must sign under oath the ‘facts under 
which that idea was developed, and the conclusion that it was not 
developed or conceived under any contract or in the course of any 
employment, any relationship, any connection with the Government 
whatsoever, irrespective of public funds being used or not. You 
must state that. Fou must say, did you conceive that while you were 
with the Government or close to this thing, or not. If his answer 
is “No,” it still is sent to the Commission. It has the opportunity of 
reviewing his records to see whether the man is telling the truth. If 
they find that he is, then you admit you should have no claim, I do 
not want to put words in your mouth, but you should admit you do 
not have any claim on it, 

Certainly the Government does not have any claim on any con- 
ception that any individual person can develop. They might con- 
fiscate it and pay them for it, but they cannot deny it. But if the 
man does say on his application— 

This was conceived when I was working at Oak Ridge. This was when I was 
visiting Oak Ridge as an observer. I was not employed. No Federal funds 
involved, but I was exposed to it, there was a relationship. I learned it then. 
The idea came to me then— 
the Commission may do 1 of 2 things: It may look over the patent, 
see if it is of consequence. If it is of no consequence, the Commission 
can certify to the Patent Office, “We do not care about it. Go ahead 
and issue the patent.” 

If the Commission feels it is a good patentable idea, if it realizes 
it was developed on Government time or Government associations, 
or Government exposure, it can take the patent. 

Now what is wrong with that? Why does not that protect the 
public interest? Why does not that make it impossible for these 
limited few from taking advantage of their interoperations? 

Mr. Srravss. Well, I think the “responsibility that this approach 
would place on the Commission of determining when an idea had 
occurred to an individual, Mr. Chairman, might require us to be 
not only judges but c lairvoyant. Since reading that section of the 
bill, I have attempted to review in my own experience to determine 
when ideas had occurred to me. My memory is not as good perhaps 
as it might be, but I have great difficulty in deciding at what game 
point in time or place I first thought of something. There are occ 
sions when it is crystal clear, but not always. 
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Chairman Corz. Since you have alluded to your own personal 
experiences in the patent field, I was curious to ask you, and re- 
frained from doing so, in connection with the question of whether a 
provision for compulsory licensing was a limitation and infringe- 
ment and penalty—I was curious to ask how you would have felt if 
there had been on the statutes a law requiring you to make available 
to any comer whatsoever the use of patents which you may have 
developed, at prices not fixed by you but by somebody else. 

Mr. Srravss. I wouid have felt very badly about it, because none 
of the things which I have been connected with were affected by the 
public interest. I think the great distinction here is that this is 
affected with the public interest to an extent that the development 
of a gadget—and my interest has been in gadgets mainly, Mr. Chair- 
man, I have never had anything to do with anything fundamental— 
that is, which were affected by the public interest. 

I am generally quite concerned about the monopolistic provisions 
of the law under which we operate. At the time when I was con- 
firmed for the Commission in 1947, I appeared before, I believe, the 
Senate side of the committee, perhaps the full committee. The late 
Senator Vandenberg asked me what I thought of the law. I have 
forgotten the precise question and the precise words of the answer, 
but the context I remember extremely well. It was to the general 
effect that I disagreed with the whole atmosphere of it because it 
was out of step, out of spirit, with the free-competitive-enterprise 
system in which I had been brought up, but I believed, I was confident, 
that at some time in the future atomic energy could be turned to the 
free-competitive-enterprise system, and that in that belief I was pre- 
pared to serve. I think we are approaching that point. I think we 
are very close to it. 

Chairman Cots. I doubt if you can point to many illustrations back 
through the history where an idea has been adopted for a temporary 
purpose that has not become a cancer on our political economy. 

While I share a hope, if this ever does become a part of the law, 
it might be removed as a cancer from our political anatomy, I doubt 
very much if it ever will be. 

Let me ask the cirewnstances under which the Commission acquired 
the Fermi patent. Was it condemnation? 

Mr. Srravss. I will have to consult. 

Mr. Price. Mr. Chxirman, I am Harold Price. This was an appli- 
cation, I believe, for an award under the act. It ended by settlement 
under which the Commission made a payment and acquired the rights. 

Chairman Core. He did not voluntarily surrender it to the Govern- 
ment; did he? 

Mr. Srravss. I think Mr. Cole is speaking of the patent in which 
Fermi and some 8 or 9 other individuals were interested. 

Chairman Core. That is right. How did the Government get it? 

Mr. Srravuss. Let me tell you what I recollect of it from a some- 
what hazy memory. That patent was in use long before any settle- 
ment was arrived at. 

Mr. Price. That is right. 

Mr. Srravuss. An action was brought by counsel representing the 
several owners, a number of whom were aliens, one of whom is Ponte- 
corvo, who is, so far as we know, behind the Iron Curtain, having 
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decamped from England. Well, we do not know what the circum- 
stances were, whether he was kidnaped or whether he left voluntarily. 
It did not come to a court, an adjudicated settlement; but there was 
a compromise reached by the Commission sometime during the period 
after I resigned and before I was reappointed. My belief is that it 
occurred sometime in 1952. The payment of something like $300,000 
was made to the 8 or 9 owners of the patent. 

Chairman Cote. Ail right. 

Mr. Srravss. If this point is material, Mr. Chairman, I will submit 
for the record a complete memorandum. 

Chairman Corr. It is only material to point out that there was 
a patent, an idea that is about as basic as any you can anticipate. 

Mr. Srravss. That is right. 

Chairman Coxe. It is about as basic. I know there may be many 
which will be even more “basicer” than Fermi’s, but it was a real 
basic patent, and the Government got it; did it not ¢ 

Mr. Srravuss. The Government had moved in on it right at the 
outset. 

Chairman Coir. Why cannot you do that with these other things 
that are coming along in the future ? 

If something is as fundamental and basic and as important to the 
development of this energy, why cannot you move it on that if and 
when the time comes? 

Mr. Srravss. May I request that General Counsel be permitted to 
comment on that point? 

Chairman Coz. Surely. 

Mr. Srravss. Would you? 

Mr. Mrrcouety. I think the point, Mr. Chairman, is this: that under 
the bill the area in which private patents may not be acquired is being 
narrowed. The Commission agrees with that. The area is being 
limited under the bill, in effect, to weapons discoveries and inventions; 
whereas under the present act the area in which patents may not be 
acquired is considerably broader than that. I am not familiar with 
the precise nature of the Fermi patent, or just under which provision 
of the present act it is, but I am quite sure it was invention or discovery 
which, under the terms of the present act, was not subject to private 
patent, and therefore it is necessary to apply for an award. 

Coming to the chairman’s question, as to whether we cannot con- 
tinue this philosophy in the future, I think the point is that in narrow- 
ing the area in which patents may not be acquired, you then create 
an area where it may be necessary during an interim period to provide 
some very limited safeguards. 

Chairman Cote. I think I know the answer on the Fermi patent. 
The McMahon Act outlawed patents in the atomic-energy field and 
withdrew arbitrarily, confiscated property rights in existing patents. 
But it did say to the Government : 

If there are any patents in existence that you need, should use, you go out and 
pay for them ; fix a price for them. 
That is substantially what happened. 

But you recognize, do you not, sir, that this bill authorizes the 
Commission to go out and buy any patent in this field it may want? 
Mr. Mircue.t. I believe that may be true. 

Chairman Coxe. Of course it is true. and it was put in so if an idea 
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were conceived and ripened into a patent of such a nature to be vital 
to the development, or the owner of the patent refuses the full exploita- 
tion—is that the word ?—of the full use, full development of the pat- 
ent, then the Commission can start negotiating and take away from 
him, buy it from him, indemnify him, take it away from him. 

It seems to me—and it takes a very strong argument to disabuse my 
mind—the provision we have written in here protects the public inter 
est against anybody, whether a big company or a little company, 
whether he was one of the limited few or whether he had no connection 
with the program at all. If he was exposed to the program at any 
time, and if he conceived an idea during that time, that idea belongs 
to the Government, which is available to anybody to use without 
royalty of any kind. However, if he conceived an idea, no connection 
with the Government, it is his just the same as if it was a cap on an 
automobile tire, no matter what it is. 

I think that is sufficient. I am sorry I have not asked you more 
questions. I have done more talking. 

Representative Honirretp. Mr. Chairman, can I explore that patent 
problem ¢ 

Chairman Coriz. Yes, Mr. Holifield. 

Representative Hotirretp. The so-called Fermi patents, the Gov- 
ernment was enabled to acquire them as a result of the McMahon Act. 
Is that not true? 

Mr. Srravss. I believe, Mr. Holifield—again speaking from recol- 
lection and therefore with reserve—that the Government had moved 
in on the Fermi patents long before the McMahon Act was enacted, 
and that litigation h:d begun before the McMahon Act. 

Representative Honu.r1p. That is true—in the public interest they 
exercised the right of eminent domain and suspended the issuance of 
a patent. But under the McMahon Act they were authorized to pay 
for patents, and did pay, as I understand, under the authorization of 
the McMahon Act, some $300,000 to Fermi and his associates. 

Mr. Strauss. I believe that to be true. 

Representative Hotirretp. Now if that section of the McMahon Act 
is removed, then the Government—and if the patent award section 
is removed from the bill, which it is—I am speaking now, of course, 
in the field of peacetime uses—then it would be up to the Commission 
to exercise the right of eminent domain in the securing of patents, 
would it not, rather than atomic legislation ? 

Mr. Srrauss. Again, I would like to request opportunity of refer- 
ring that question to counsel. 

Mr. Mircnexy. I would like to call your attention, sir, to section 
154 of the bill, on page 59, which does carry over the authority of the 
Commission to grant awards in certain situations. We, of course, 
had contemplated that the patent compensation board would be con- 
tinued. In fact, we asked that it be specifically mentioned in the bill. 

Representative Hotirievp. Yes, sir; but you understand that section 
154 has the word “solely” init. No. Excuse me. 

In section 151, which relates to section 154, you will find the use of 
the word “solely,” as I remember. In the second line, in line 12 on 
page 27: 

No patent shall hereafter be granted for any invention or discovery which is 


useful solely in the utilization of special nuclear material or atomic energy in 
an atomic weapon. 
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Is that not so? 

Mr. Mircuety. Yes, sir. Then, of course, in 151 (b) there is a simi- 
lar provision as to use. 

Representative Horirretp. Before we leave this, is it not quite un- 
likely that there will be any inventions in the field of utilization of 
special nuclear material which will be solely for use in an atomic 

sapon’? Is it not true that by the very nature of the use of nuclear 
miata rial that it has dual uses, and that the processing of the material, 
or the utilization of it for use in atomic weapons, the type of devices 
and reactor mechanical devices and processes and methods are also 
useful in peacetime production of nuclear material ? 

Mr. Srravuss. Mr. Holifield, I think perhaps I should try to answer 
that question. 

Representative Hourrietp. All right. 

Mr. Srravss. I do not believe that it can be stated that it is likely 
that an invention in the field of special nuclear material or atomic 
energy is necessarily useful in both a weapon and industrially. It is 
entirely possible that such an invention might be useful solely as a 
weapon 

Representative Hotirreip. There are some. 

Mr. Srravuss. There are such, and there will be others. 

Representative Horirteip. I agree with you there are some, but is it 
not unlikely that the field would be very broad in view of the dual 
purpose which special nuclear material has? I say it would be a 
very narrow field; therefore a broad field would be left wherein 
inventions or discoveries could not be patented. 

Mr. Srravss. I am.sure you and I are both familiar with matters 
which I could testify to other than in open session that would, if I 
cited them, immediately clarify that point for you, Mr. Holifield. 

Representative Horrrretp. I will desist on that and ask you this 
question: Section 31 (a) provides that a person may make an appli- 
cation for an award and the AEC may grant an award. Of course, 
that is permissive ‘and does not necessarily mean they would have to. 

Mr. Srravss. I cannot find this particular reference, Mr. Holifield. 
I am sure it is there. But it has a bearing on our desire to stimulate 
and encourage and foster development to the maximum extent, and 
the ability to make some recognition other than a pat on the back. 
In other words, an award is in the public interest, in our opinion, 
and we are happy to see it in this bill. 

Representative Horirierp. I agree with you that there should be 
some section in the bill that would grant an award for such uses not 
only in the military field but in the peacetime field if it were thought 
necessary to give it. I think it should be obligatory and mandatory 
during this 5-year period that the Commission exercise that authority 
rather than it be permissive in exercising it. 

I want to get back to something—I “do not want this to be per- 
sonal—but I want to point out that the regulations of the Govern- 
ment departments, and I have here before me the Government regu- 
lations in a book on Patent Practice and Management, by Robert 
Calvert, from the Library of Congress, and it says that the Public 
Health Service—a branch of the Federal Security Agency—regula- 
tions, paragraph 305, deals with inventions of its employees. And 
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it gives quite a bit of language which I will not read at this point, 
but I assure you this is in context— 

the officer or employee who invents or discovers any new and useful art, manu- 
facture, composition of matter connected with the work of the Service through 
the expenditure of Government time and funds, or with the aid of Government 
facilities, will have to secure the approval of the Surgeon General for letters of 
patent ; and said letters of patent will, if so determined by the Surgeon General, 
then be secured in the name of the inventor without expense to him and in such 
manner as to allow the United States Government or any citizen of the United 
States to use the subject of said patent without expense to him, and in such 
manner as to allow the United States Government or any citizen of the United 
States to use the subject of said patent without the payment of royalties. 

Now, I do not conceive that to be un-American. 

Chairman Coxz. Of course not; he is a public employee. 

Mr. Strauss. You mean if something developed in one of our lab- 
oratories, there is a question of the individual having a right to it 
rather than the Government, Mr. Holifield ? 

Representative Hotirretp. I hope he has no right, and I hope they 
do not have a right to it under contract with contractors who also 
have employees who are being paid by Government funds. 

Mr. Srravuss. What is the situation, Mr. Mitchell? Could wor 
answer that ? 

Mr. Mircuetxt. Our contracts regularly provide, Mr. Holifield, that 
whatever the contractor undertakes so far as patents are concerned, 
he will enforce as to his employees and his subcontractors. 

Representative Hoxtrrep. Yes, sir; but that is the patent clauses 
A, B, and C, I believe you are referring to. 

Mr. Mirenet. That is right. 

Representative Hotrrretp. Which you use, one or other, or combi- 
nation of them. 

Mr. Mircue.. That is right. 

Representative Hoiirtetp. That is true; but if all patent reserva- 
tion to the Government is removed from the act, will there be any 
reason for you to put those patent clauses in in the future? 

Mr. Mrrcnetz. I would certainly say so; yes, sir. 

Representative Hoxirretp. Then I would understand that you 
would put those patent clauses in? 

Mr. Mrrcuety. We certainly would have patent provisions in our 
contracts which would reserve rights to the Government as we deemed 
it appropriate ; surely. 

Representative Hourrerp. But if it said you could not reserve 
the right in the peacetime field—because I want to point out to you 
some further language—the President by Executive Order No. 
10096, dated January 27, 1950, established a uniform patent policy 
for all departments with respect to inventions made by Government 
employees. And then the order reads as follows: 


That if they have access to the facilities— 
I can give the full reading, it is very short. [Reading:] 


The Government shall obtain the entire right, title and interest in and to 
all inventions made by any Government employee during working hours or 
with a contribution by the Government of facilities, equipment, materials, 
funds, or information, or of time or services of other Government employees 
on official duty, or which bear direct relation to or made in consequence of the 
official duties of the inventor. 
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I point out to you, sir, in the building of reactors in the next 5-year 
period these people that build these reactors must have access to 
Government laboratories, they must have access to information which 
has been paid for by the taxpay ers of the United States. 

Now the proposition is: Are you going to let these people have a 
license to build a reactor, let them have access to Government lab- 
oratories and Government technology, and consultation with Gov- 
ernment scientists, and then let them file normal patent rights in the 
peacetime field? I say that is what the Cole- Hickenlooper bill 
allows. 

Chairman Corie. Then the gentleman has not read the bill. Not if 
that is what he says, because it will not allow that. 

Representative Howtrtetp. I will take some time off and read it 
sometime. I would like to have a comment on it from the Com- 
mission. 

Chairman Corr. Obviously he has read every section in that bill 
but the section relating to patents. 

Representative Horirtevp. I would like for the Commission to 
answer the question. 

Mr. Mircuetyi. Well, it seems to me perfectly clear there is nothing 
in the bill which would prevent the Commission from making what- 
ever contract arrangements it thought appropriate in the patent 
field and reserve to the Government whatever rights would be ap- 
propriate under the cricumstances. 

Representative Hotiriecp. That is perfectly right. There is 
nothing in the bill that would force you to do it either, i is there? 

Mr. Mrrcuety. This is an area, Mr. Holifield, in which 

Representative Horirretp. In other words, the area of patentability 
by private industry has been so broadened under the bill that, as good 
administrators, I would expect you to follow the direction of Congress 
in the bill, if it is adopted. And I think that direction in the Cole- 
Hickenlooper bill is specific and it is wide enough to open the door for 
those lucky participants during the next few years to obtain as many 
patents for peacetime uses as they cared to file for and on things that 
were patentable. 

Mr. Mrrcuetyi. May I point out to you, sir, that the Commission 
under the present law has not in a great many instances granted or 
made contractual arrangements which allowed patent rights as wide 
as the statute would have permitted. In other words, we ‘have, as you 
refer to, our type A, type B, and type C clauses, and those to varying 
degrees ‘allow’ patent rights within the framework of the statute, but 
the A clause particularly is much more limiting than the present law 
would permit; and I would expect the Commission to follow the same 
practice under the new law. 

Representative Horirretp. But they were in harmony with the Mc- 
Mahon Act, which reserved patents to the Government in the peace- 
time field. 

Mr. Mircnety. Yes, sir; but at the same time the contract provisions 
could have permitted the contractor greater rights than the Commis- 
sion saw fit. 

Representative Horirietp. That was a matter of negotiation. I 
mean you negotiated with them, and I think you made a good deal 
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for the Government, which I think is your duty, and which is in 
harmony with the McMahon Act. 

Mr. Mircnety. And I would expect the Commission to follow that 
same point of view, sir. 

Representative Hourrrerp. I would expect it to also, but I would 
feel better if it were written into the bill a little stronger. 

Representative Van Zanpr. Will the gentleman from California 
yield? 

Representative Hoitrietp. Yes. 

Representative Van Zanpr. May I ask a question of the counsel ? 
Is the language contained in this bill identical with the authority 
granted in the field of military patents? 

Mr. Mrrcuext. The bill would still prohibit, Mr. Van Zandt, the 
patents, so far as they are related solely to weapons or so far as they 
are used in the production or utilization of weapons. That area is 
still prohibited. 

Representative Van Zanpr. I am thinking primarily of military 
aviation, where today aviation firms have access to the results of Gov - 
ernment research, the knowledge of the Government-employed scien- 
tists and engineers. As I understand it, under our military patent 
procedure today the authority that you are trying to write into this 
bill would be identical. 

Mr. Mrircuey. The bill would merely extend the present law in this 
respect. This is no change. 

Representative Van Zanvr. No change? 

Mr. Mircue.. In other words, we are reducing to a hard core; in 
effect, we are shrinking the area in which patents would not be per- 
mitted. 

Chairman Cote. Have you finished, Mr. Holifield ? 

Representative Hoxtrreip. Yes. 

Chairman Core. Mr. Strauss, Mr. Holifield has referred to the fact 
that the law requires employees of the Public Health Service, I think 
it was, to make available any patent it may want to public use without 
pay. Is it not a fact that employees of the Commission, if they de- 
velop any patent in the atomic-energy field, are required to turn that 
patent over to the Commission ¢ 

Mr. Price. I believe every employee has to sign a patent agreement 
to that effect. 

Chairman Corr. Of course, and that is the general and accepted 
practice. 

Mr. Price. General in the Government, I understand. 

Chairman Core. Of course, anybody that gets his support from the 
Government, if Government funds contribute in any respect toward 
the development of the idea, that idea should belong to the public. 

Mr. Strauss. That is also general in industry. 

Chairman Cote. Now you indicated the only objection, I think, you 
have to this proposed section 152 is with respect to patents conceived 
on Commission contracts. That concept I discussed with you, of 
allowing people to have their patent, if they got in on their own, but 
if they got in on Government time, it still belongs to the Government. 
You have indicated that the main objection would be the idea of 
policing it and determining when the idea was conceived. But now 
in your own contracts with your contractors you have provisions that 
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any invention that is conceived or made during the course of that con- 
tract belongs to the Commission. Do you not t have the same problem 
there of determining whether the idea occurred before the contract, 
during the contract, or sometime after the contract? 

Mr. Srravss. This is a fundamental difference, it seems to me, Mr. 
Chairman. This would refer to and control a patent which might 
be applied for and obtained years after the employment had 
terminated. 

Chairman Corr. But that is true with your contractors also. That 
idea may develop 10 years later. If you can show that that idea 
originated during the course of the contract, you are going to go after 
it. So that problem does not enter. 

Mr. Srravss. I would be interested to know and to inquire what 
the experience of the law is in ever determining when such an event 
had occurred. 

Chairman Coxe. It may be difficult to prove it. 

Mr. Srravss. I think it would be rare and would require stimulation 
to the imagination. 

Chairman Core. Will you agree with me that the principle of com- 
pulsory licensing discourages inventive effort ? 

Mr. Srravss. Yes, in principle it is my belief that it does. 

Chairman Cote. You mean in principle and in practice too, does it 
not ¢ 

Mr. Srravss. In principle and in practice I believe it is a discourage- 
ment. 

Chairman Corr. Why should I go out and try to find an idea of my 
own when I can buy from you for a nickel ? 

Mr. Srravss. There is no question about that. 

Chairman Corr. Of course, it discourages inventive ingenuity and 
effort. What I want to do is to get as many minds at work on this 
thing as is possible, and the sooner the better. 

What you propose is to discourage or delay that from being accom- 
plished—you, the C ommission, aia this idea of compulsory licensing. 

Mr. Strauss. Mr. Cole, in my earlier testimony I pointed out this 
was a compromise between two objectiv es: one to encourage invention, 
and the oe to discourage monopoly. 

Chairman Core. Right. Oh no; not monopoly. Discourage any- 
body taking wae antage because of their position with the Gover rnment. 

Mr. Srrauss. I accept that. 

Chairman Core. We have that in this bill. It is not possible for 
anybody to profit by their association with the Government during 
this period. That is in the bill. But it is also possible, because it 
is not in the bill, for minds to get to work and find out how to use 
this thing. 

There is one other subject I wanted to discuss and go into just a 
little bit which has nothing to do with patents. 

Senator Hicken.oorer. I would like to ask one question on patents 
before we leave that subject, if I may. 

Chairman Corg. Surely. 

Senator Hicken.ooper. a Chairman, is this a valid assumption: 
That there is a strange, complex relationship inbued if this legislation 
is passed between the contribution of private money and information 
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and contributions on the part of Government in private enterprise 
opening up this field? In other words, private enterprise will put 
its own money into this development. They are bound to get certain 
backlog information which the Government has. Does not that create 
a rather complex ball of wax there to untangle or unravel as to just 
which came first, the chicken or the egg, in the matter? 

Mr. Srravss. Yes. 

Senator Hicxen oorer. Is that a fair assumption ? 

Mr. Srravss. It certainly is. 

Senator HickeN.oorer. In other words, private industry will not 
start from scratch and go on its own; it must make use of certain basic 
information. Secondly, it must put its own money into further and 
additional development. Do I understand that this 5-year com- 
pulsory-licensing period is, among things, an attempt to arrive at 
the formula which will be somewhat fair to private investors and 
yet fair to the Government contribution ? 

Mr. Srravss. That is right. 

Senator Hicken.oorer. That is one measure of contribution ? 

Mr. Srravss. Yes, sir. And every invention of whatever kind that 
has been made has to some extent been built on the accumulated wisdom 
and knowledge of all sorts of people. 

Senator Hickentoorer. Is it not a fact that within the atomic- 
energy field every invention or patent now owned by the Commission 
or by the Government in that field which can be released with proper 
security safeguards is automatically in the public domain? 

Mr. Srravss. That is my understanding. 

Senator Hickentoorer. And the Commission has already released 
some 500 or more patents, as I understand it, for the general use of 
the public without fee, without charge? 

Mr. Stravss. That is my understanding. 

Senator Hickentoorrr. So that any contractor who undertakes to 
put his own money into the development of this project starts with 
a base of access to patents which are not only available to him but 
to every other person who can qualify to get into the field, financially 
and scientifically and otherwise. So he acquires nothing that every 
other citizen is not already entitled to. 

Mr. Srravss. That is my belief. 

Senator Hickenwoorer. And he is getting nothing which is not 
available to every other citizen who has any occasion or qualifications 
to use it. Itseems to me there isa distinction there. But, on the other 
hand, if he puts himself into a position where he is qualified to go into 
this field, financially or otherwise, he does have access to a great deal 
of public contribution, a vast amount. ga 

I thought perhaps this 5-year period for compulsory licensing 
might be an attempt to reconcile the contribution of both the Govern- 
ment and the private investor. 

Mr. Srravss. That is precisely what it is. 

Senator Pastore. And is it not a fact, Mr. Chairman, that we are 
asking these licensees to do nothing more than the Government is 
already doing for their advantage—allowing their stepping in and 
taking advantage of all these patents that are now owned by the Gov- 
ernment, by the Commission—and they are getting that advantage 
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gratis. And all we are saying under the philosophy of compulsory 
licensing is that they will be compelled to license their ideas to some- 
one else but to be compensated for it? 

Mr. Srravss. That is correct. 

Senator Pastore. What is the disadvantage in that? 

Mr. Srrauss. We are recommending that. 

Senator HickenLoorrr. I might just say for the record that the 
principle of compulsory licensing is abhorrent to me. I do not like 
it. I think there may be mitigating circumstances under which the 
equities in the situation might justify it. But as a general principle, 
I do not believe in taking private individual’s ideas and saying what 
he shall do with them or shall not do with them. 

Mr. Srrauss. My understanding is it is in the present act and in 
this recommendation of the Commission we would be moving away 
from it. That is to say this would put at least a terminal date on it. 

Chairman Cote. You mean the clock would be moving you away 
from it ; the Commission would not be moving you away from it. Only 
by the passage of time. 

Mr. Srravss. The passage of time. 

Chairman Cotx. After the hands of the clock can roll around long 
enough, then it stops. 

Mr. Srravuss. That is correct. 

Chairman Coir. Can you tell me on what basis you can justify re- 
quiring me, who may develop an idea in the atomic-energy field in 
1959, to be subject to compulsory licensing for 17 years, and yet my 
brother, who might get one 6 months later in 1960, he can go out and 
take full advantage of it like anybody else? If you can justify that, 
you are a genius. 

Mr. Strauss. I wish I could go off the record. If I own a race- 
horse born on December 31, it is a year old; whereas, if another man 
owns one born on January 2, it is not a year old until the following 
year. 

Representative Price. A lot of people avoid military service just 
by dates. 

Chairman Corr. Mr. Van Zandt? 

Representative Van Zanpt. Admiral Strauss, on page 99 of the 
Commission report, you make three recommendations in the form of 
amendments to the bill now before us. On page 102, in discussing one 
of the amendments, you say: 

This proposal is designed to supplement from the security viewpoint other 
Federal statutes protecting against espionage, sabotage of Government property. 
It would give the Commission useful standby authority that it does not now have 
for dealing with these types of problems. For example, it would be quite 
useful in furnishing a sound legal basis in prosecuting trespassers on Com- 
mission property in the absence of any Federal statute of general applicability. 

Does this amendment concern the experience the Commission had 
a year or so ago when someone deliberately entered an AEC installa- 
tion and the Commission found themselves without the authority to 
prosecute ¢ 

Mr. Srrauss. Mr. Van Zandt, may I ask the General Counsel to 
reply to that? ; 

Mr. Price. Mr. Van Zandt, I think it would relate to that kind of a 
situation. 
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Representative Van Zanor. In other words, the language of this 
amendment would give to the AEC the necessary auhority to prosecute 
such an individual ? 

Mr. Price. Under appropriate security regulations governing enter- 
ing the security areas of these facilities. 

Representative Van Zanpr. Admiral Strauss, on page 103, you say, 
in discussing another amendment : 

At the present time there are no statutory prohibitions against photographing 
or sketching of AEC installations. 

[ am concerned about this language. Would it cover a newspaper- 
man who would use his own imagination and sketch an AEC installa- 
tion ? 

Mr. Price. Mr. Van Zandt, this proposal is patterned after a similar 
statute relating to defense installations. That statute does not happen 
to apply to AEC installations. The proposal is to govern photograph- 
ing or sketching while on a Commission installation. 

Representative Van Zanpr. In other words, the individual would 
have to be on the ground ? 

Mr. Price. That is right. 

Representative Van Zanpr. If he sketched the installation in that 
area, then this language would apply as far as security is concerned ¢ 

Mr. Price. That is right. 

Representative Van Zanpr. But it would not apply if a newspaper- 
man sketched it using his own imagination, who had probably never 
visited the installation ? 

Mr. Price. That is right. 

Representative Van Zanpt. How about sketching an aircraft, and 
the bomb bay of that aircraft with a weapon in place—how would 
this language affect such a situation ? 

Mr. Price. Sir, I do not know whether I can answer that. This is 
designed to control photographing and sketching of AEC installa- 
tions, some of the plant areas which can be seen by visitors on the 
area. 

Representative Van Zanpr. I understand that the individual con- 
cerned or groups of individuals must have been on AEC territory and 
within the confines of the security area and that they must have taken 
a photograph or sketched something they saw. If so, they would be 
in violation of law if this amendment is approved ? 

Mr. Price. If was confined to photographing and sketching from the 
urea, the proposal was. 

Chairman Cots. Just to make sure that nobody in the future may 
interpret your statement as reflecting the thought on that—I am sure 
you é not mean that for a person to be guilty he must be actually on 
the AEC property. He can be across the street and take the picture, 
can he not, and be guilty, or from an airplane? , 

Mr. Price. Yes, sir; but I think our proposal would cover photo- 
graphing from airplanes because there are regulations governing 
travel over the site. 

Chairman Corr. My point is that it is not necessary for the individ- 
ual to be actually within the boundaries of AEC property in order to 
be guilty. 
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Mr. Price. Under the proposal that we submitted, sir, I believe it 
did not encompass any photographs that were capable of being taken 
from areas off the property. 

Chairman Coie. You mean it is all right for a man to stand across 
the street and take a picture, but if he gets on your side of the street. 
he has to go to jail if he takes the picture ? 

Mr. Price. Well, sir, we are talking about the kind of facilities ——— 

Chairman Coie. Where you cannot see from across the street ? 

Mr. Price. Where you cannot see from across the street. 

Representative Van Zanpr. How about an aerial photograph ? 

Mr. Price. They were covered by the proposal ; yes, sir. 

Representative Van ZAnpr. How about a sketch based on a photo- 
graph already released by the AEC? 

Mr. Price. No, sir; I believe this proposal would only relate to acts 
of photographing or sketching in the future. 

Chairman Core. Are you finished ? 

Representative VAN Zanpr. That is all. 

Chairman Cots. Mr. Strauss, I wanted to ask you with reference 
to a section of existing law. Section 15 of the present law, subpara- 
graph B, says: 

The Commission— 
meaning the Atomic Energy Commission— 
shall keep the joint committee fully and currently informed with respect to the 
Commission's activities. 

My interpretation of that sentence and that responsibility imposed 
on the Commission is all-inclusive with respect to the Commission’s 
activities, with the possible exception of those areas where the Com- 
mission’s activities may be related or connected in some way with na- 
tional defense war plans. In all other lesser areas, it is my view that 
is a statutory obligation of the Commission to keep this committee 
informed on all of its activities. 

Mr. Srrauss. That is the view of the witness, and any respect in 
which I have failed to do that would be dereliction. 

Chairman Corz. You will agree there have been instances recently 
where that has not occurred ? 

Mr. Srravss. If I am thinking of the same thing that the chairman 
is, there have been instances recently in which the word “promptly” 
has certainly been violated. 

Chairman Cote. I will express it differently. You will agree there 
have been recent instances where that principle has been resisted, 
where the Commission has resisted informing the committee on matters 
which the committee requested of the Commission ? 

Now my purpose in bringing that out is at this time to write into 
the bill language which may be even stronger than what is in there 
now, and I do not know what stronger language could be used than to 
say it is the duty of the Commission to keep the joint committee fully 
and currently informed on all the Commission’s activities. 

Mr. Srravss. Would you accept the change in wording, Mr. Chair- 
man, that instead of resisting it has been delayed? I do not believe 
there is anything which the joint committee has requested that the 
Commission has failed to comply. Nor in respect to such information 
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as crosses the desk of the Chairman has there been any delay in 
furnishing, as a matter of fact. 

Chairman Cote. It may not be in your memory, but it certainly is 
within mine, that for the first time within the history of this commit- 
tee it was necessary for the committee to adopt a formal resolution to 
get information from the Commission. 

Mr. Srravss. I am aware of that. 

Chairman Cors. You may not call that resistance, but I do. 

Mr. Srravss. I should not absolve myself from that at the dis- 
advantage of my colleagues. 

Chairman Coir. How would you suggest this law can be reworded 
so that when the joint committee asks for anything of the Commis- 
sion that request will be respected ? 

Mr. Srravss. I would like to give that thought, Mr. Chairman, 
rather than attempt to answer extemporaneously. 

Chairman Cotz. I wish you would. 

Senator Hickentoorrr. Mr. Chairman, just to keep the record clear 
here, I want to respectfully and in a most friendly manner disagree 
with one statement the chairman made indicating that he thought 
perhaps the Commission’s activities in connection with war plans 
might be excluded from the information which we could expect under 
the law. I disagree with that. I think if, as, and when the Commis- 
sion has anything to do with war plans or anything else in its official 
activities, that law is sufficiently broad to give immediate and full 
access to the joint committee and require the Commission to keep the 
joint committee currently and fully informed, providing their activ- 
ities in connection with war plans, which we are talking about right 
now, come up in connection with their official duties. 

Chairman Corz. I am very happy that the Senator brought that 
out because it certainly was not my intention, my thought, to admit 
that even in that area the committee might be excluded. But I did 
attempt to indicate that in that area the question might be debatable. 
But certainly in every other area there is no room for debate. 

Mr. Srrauss. Mr. Chairman, in further response to your point, 
I would like to make this point: That, contrary to certain statements 
which are current, the Commission operates by majority action, and 
that the question of whether or not information which eventually is 
supplied to this committee is or is not delayed could be very properly 
a subject of Commission action. 

Chairman Cots. Then I understand I am to take it from your state- 
ment you have just made that whatever the decision the Commission 
may have made on the request of the committee for this information 
was not by unanimous vote of the Commission ? 

Mr. Srravss. I think in this particular case I would like to refresh 
my recollection by going to the record, but I believe that to be a fact. 

Chairman Coz. It was not by unanimous vote? 

Mr. Srravss. I believe that to be a fact. 

Chairman Cote. The committee can decide later whether to pur- 
sue this further. It is not a matter which is pleasant to air openly. 
The relationship between the Commission and the joint committee 
during the past 7 or 8 years has been for the most part very coopera- 
tive, very harmonious. I should hope that that relationship would 
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continue. I recall of no instance where the committee has made any 
request of the Commission that has not been proper, not been within 
the responsibilities of the committee. And bear in mind that this com- 
mittee has a statutory obligation, too, and it cannot carry out that. 
statutory obligation unless you folks who have the responsibility of 
operating this program carry out your statutory responsibility. 

Mr. Van Zandt has some further questions. 

Representative Van Zanpr. Admiral Strauss, in the report to the 
committee you offer an amendment to the bill which concerns the 
purchase of uranium abroad, and then you ask independent authority 
to guarantee loans in connection with the production of source mate- 
rial. Can you elaborate on that recommendation ? 

Mr. Strauss. On what page are you reading ! 

Representative Van Zanpt. Page 101. 

Mr. Strauss. The paragraph at the top of the page? Is that the 
one ¢ 

Representative Van Zanpr. It starts on page 100 and runs over 
page 101. 

Mr. Srravss. Referring to the dollar loans? 

Representative Van Zanpr. Yes, sir. 

Mr. Srrauss. The arrangement for which we have arranged through 
the Export-Import Bank. 

Representative Van Zanpr. I think you want to bypass the Export- 
Import Bank. 

Mr. Srravss. No, there is no intention of doing that. As a matter 
of fact, it would not be proper for the Commission, as we envisage our 
responsibilities, to be in the banking business. 


Representative Van Zanpt. You say this on page 101: 


This assurance will be provided if the Commission were given independent 
and unequivocal authority as a part of its organic act to guarantee loans in 
connection with the production of source material. 

Mr. Srravss. I will ask Mr. Mitchell to clarify that. 

Mr. Mitcuetn. I think perhaps we may not have stated this very 
aptly, Mr. Van Zandt. When we said “independent and unequivocal 
authority as part of our act,” what we were trying to say was at the 
moment we have this authority under the Defense Production Act. 
The Defense Production Act at present will terminate on June 30, 
1955. What we are saying is we have to do advance planning in this 
area, and we would like to have firm and permanent authority in our 
basic statute to do the same thing we are now authorized to do under 
the Defense Production Act. 

Representative Van Zanpr. Then the amendment that you suggest 
here to the bill would in no way permit you to bypass the Export- 
Import Bank? 

Mr. Mrreuecy. No, sir; we would not intend to. 

Representative Van Zanpr. You would still have to deal with for- 
eign countries and business firms abroad through the Export-Import 
Bank in the purchase of uranium and other materials? 

Mr. Mrrcuetu. So far as we are guaranteeing loans, yes, sir. 

Representative Van Zanpr. That is all, Mr. Chairman. 

Mr. Srravss. I am sorry that ambiguity appears in this. We cer- 
tainly do not want to be in the banking business. 
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Chairman Core. Are there other questions from members of the 
committee ¢ 

Representative Duruam. Mr. Chairman ?/ 

Chairman Core. Mr. Durham. 

Representative Duruam. During the hearings I raised the question 
in regard to section 173 as to what effect this would have in trying to 
negotiate these international agreements. It disturbs me somewhat 
as to how far and whether or not, Mr. Chairman, this provision of law 
would necessarily have to be written into agreements. For instance, 
if you were making an agreement with Belgium for the operation of 
a reactor. I would like to have the Commission’s opinion as to just 
how far this provision goes. 

Mr. Srravss. I would like Mr. Mitchell to reply to that question, 
Mr. Durham. 

Representative Durnam. Surely. Did you hear my question? 

Mr. Mircue.u. Yes, sir, I did. 

I think, Mr. Durham, that we probably would have to take this into 
account in our arrangement, and it was partially for this reason that 
we requested an extension of the patent reporting requirements in the 
bill. 

Representative DurHam. You think it would? 

Mr. Mrrcneui. I think while it might not be necessary, it would 
certainly be desirable; if we knew in advance what particular use of 
patents might be involved in a particular arrangement, and if we then 
found that the Commission was incurring some obligation to the 
owner of the patent, we would probably want. to take that into account 
in our arrangement with the other country. 

Representative Duruam. I am thinking of the protection of the 
United States in this matter. Would you not necessarily have to 
write it in there, since it is in the law, to protect the interests of the 
United States Government? 

Mr. Mircue tt. I think, Mr. Durham, that the law would operate 
to protect the owner of the patent in question whether or not we incor 
porate it in our agreement. I do think that from the standpoint of 
the protecting of the financial interest of our Government we prob 
ably would want to have in our arrangement with the other countries 
something to cover this point. 

Representative DourHam. Do you not think in a case like that the 
provision that is written here would make the treatment of these for- 
eign contracts far more liberal than the contracts we are making 
under our reactor program here in the continental United States un- 
der the patent provisions that we adopt ? 

Mr. MircHeiy. It seems to me, Mr. Durham, it would always be 
open to us to provide in our agreement with the other countries that 
any financial obligation which our Government incurred by reason of 
this provision should be, in turn, passed on to the other country. 

Representative Durnam. I think it should be in balance, too, be- 
tween both that the same treatment should be provided for continental 
United States citizens as foreign citizens, because you would be deal- 
ing with foreign people to a large extent in this provision, would you 
not ¢ 

Mr. Mircue.t. Yes. sir; I think vou would. 
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Representative Duruam. I am still disturbed as to just how far it 
would give the State Department the right to negotiate agreements 
and as to what type of agreements. It is not clear in my mind as to 
just how far they could go in writing these agreements. 

Mr. Mircenety. It seems to me, Mr. Durham, the question of what 
goes into the agreement for cooperation is covered elsewhere in the 
bill. 

Representative Durnam. Which one would be in effect—the law or 
the agreement that is written in by the State Department? You have 
to necessarily abide by the law as far as writing the agreements here 
in the continental United States. 

Mr. Mrrcueti. You see, Mr. Durham, section 173 refers to commu- 
nication of restricted data, and as I read the bill; any arrangement for 
cooperation that has to do with restricted data would have to be made 
either by the Commission or in the military area by the Defense 
Department. 

Representative DurHAm. Will you, as attorney for the Commission, 
confer with the State Department and give us a clearer definition, be- 
cause I want the thing defined so that 1t does not negate what we are 
trying to do in these operations of cooperation ? 

Mr. Mircue.i. We will be glad to give this further study; yes, sir. 

Chairman Corr. Mr. Strauss has just handed me a note which I 
think should be in the record for the purpose of being sure we under- 
stand each other. ‘The note says: 

Mr. Cole, in that part of my testimony where I referred to a divided vote of 
the Commission on the question raised by you, I request the opportunity to 
examine Commission minutes not yet circulated or approved by the Commission, 
and of offering a correction to the record as may appear necessary. 

It is signed by Mr. Strauss. 

My reason for reading the note is to make certain that, of course, you 
do have and may have that permission. 

Representative Holifield ? 

Representative Hortrretp. Mr. Chairman, I want to explore a little 
bit further into this patent subject, not on the philosophy of it, but on 
the meaning of the language as it is written. I refer to sections 151 
to 155. The questions I will ask will necessarily have to be asked in 
this manner—that my understanding is such and such, and find out 
if it agrees with your esteemed opinion, sir, as an attorney. 

Mr. Mircueti. Yes. Thank you. 

Representative Hoxtrrexp. In section 151, “Military utilization,” as 
I understand the language, it prohibits future patent on inventions 
useful solely in the use of special nuclear material in atomic weapons, 
And the use of the word “solely” makes it possible to patent inventions 
which may have a dual purpose. Is that your understanding? 

Mr. Mircneti. Yes, sir; it would be. 

Representative Hotirieip. Does that language then cast doubt on 
the nonpatentability of military inventions? In other words, if it can 
be patented for its dual peacetime use, does it not thereby preclude 
the patentability or the nonpatentability of it for military use, and 
therefore puts us in Jeopardy on something that we would want to 
retain ? 

Mr. Mrrcuetx. I would not think so, Mr. Holifield. It seems to 
me that in the dual area the bill says you can obtain patent within 
certain rights, but not others. This is 151 (b). 
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Representative Horzrretp. But the point I am getting at, sir, is 
that if in patenting a process which w.ll be used for peaceful purpose, 
you make known the process, an enemy physicist could thereby im- 
mediately obtain access to that public information, and therefore it 
would be available to them for military purposes and would defeat our 
own purpose. We take off the public domain certain things that we 
feel might be dangerous to the national security and we refuse to 
allow them to have patents. In other words, we put them “on ice” 
you might say. 

Now that is the point I bring to your mind, and I would like for you 
to study on it because I believe it is a point that we are all concerned 
with. 

Mr. Mircnett. All right, sir, I will be glad to do that. 

Representative Hotirretp. Maybe my reasoning is wrong on that 
and if it is, ] am willing to have it shown. 

Mr. Mrtrcnetx. I would like to have an opportunity to study that, 
sir. 

Representative Houtrretp. Yes. 

Chairman Core. On that point, I suggest that in your study you 
refer to the secrecy provisions of the patent code which cover patent 
applications having a military usefulness. 

Mr. Mrircue.t. | think that may well be the answer, but I would 
like to explore it. 

Representative Horirreip. I wanted to be sure that does apply. 

Mr. Mircuety. Yes, sir. 

Representative Horirmxp. I would like to know if that language 
does give us that protection. 

Mr. Mrrcwett. That is the question, I think. 

Representative Horirreip. Now, No. 2, past patents for such inven- 
tions are revoked, as I understand. What effect will this have on 
patent applications of record now claimed by the AEC? 

Mr. Mircueti. That again, Mr. Holifield, I am not prepared to 
answer at the moment. 

Representative Horirreip. Will you study on that and give the 
committee the benefit of it at this point in the record ? 

Mr. Mircuett. Yes, sir. 

Representative Horirretp. Mr. Chairman, for purposes of conti- 
nuity of our record, would it be all right for the attorney to furnish us 
answers to these questions and have them put into the permanent rec- 
ord at the point of these questions ? 

Chairman Cote. Surely. 

Representative Hoxirrecp. Just for the sake of convience of the 
reader. 

Chairman Cotz. On that point, Mr. Holifield, that sentence— 
Any rights conferred by any patent heretofore granted for any invention or 
discovery are hereby revoked— 
it is a carryover of existing language of the McMahon Act. 

Representative Horirteip. I know it is. 

Chairman Corr. I think you have raised a very important point as 
to the effect of that sentence upon patents which have been acquired 
by the Commission in this field since the McMahon Act was adopted. 

Mr. Mircuety. Yes. 





678 AMEND ATOMIC ENERGY ACT OF 1946 


Representative Hoxirretp. And if it was released now, the original 
discoverer might immediately file patent rights on it. 

Now in paragraph (b) that language apparently protects the Gov- 
ernment on past and future patents use in atomic weapons but it is 
still subject to the modification by the world “solely” in section 151, 
and therefore that is part of the original question I asked you. 

Now in paragraph (c) it provides a 90-day filing time for inven- 
tions that are useful “in the utilization of special nuclear materials” 
in weapons with the AEC or the Patent Office. 

It requires that 90-day filing time. The use of the word “useful” 
covers the entire field of utilization of special nuclear material in 
weapons and action on the part of the AEC to claim for the Govern- 
ment use is still modified by “solely” in section 151 (a). I ask if 
that is also your understanding. You may furnish the answer now 
or later. 

Mr. Mrrenetn. I think probably I had better reserve that too, Mr. 
Holifield. 

Representative Hoxirieip. As I understand it, as I read this section 
it gives no protection to the Government for nonweapon use of spe- 
cial nuclear material. Do you understand the question? It gives no 
protection to the Government for nonweapon use of special nuclear 
material in the patent field. In other words, all of that is open to 
inventors. 

Mr. Mrrcueuu. Yes, sir. Of course, we would always still have 
our ordinary right under the general patent laws for requisition and 
use. 

Representative Hotirretp. Section 152, paragraph No. 1: This ap- 
parently exempts all licensees of the AEC from abligations to file 
affidavits with patent applications to protect the Government’s inter- 
ests in patents conceived during the use of Government or private 
funds expended under contracts with the AEC. Am I correct in that 
understanding ¢ 

Chairman Cotz. Would you read it again? I missed it. 

Representative Horirrerp. No. 1 of section 152: My understanding 
is that it apparently exempts all licensees of the AEC from the obli- 
gation to file affidavits with the patent applications in order that the 
Government's interests might be protected in patents conceived dur- 
ing the use of Government or private funds expended under contract 
with AEC. And my question is, why should the licensees be ex- 
empted? And is the Government’s interests protected by other law? 
And, if so, how ? 

Mr. Mrrcenety. I would agree, Mr. Holifield, that the bill seems to 
provide that licensees are not within this requirement. 

Representative Horirmexp. And of course I do not think that is the 
intention of the committee or of the Commission that they should 
be excluded, do you? 

Mr. Mircueuy. I cannot speak for the Commission because this 
is not our proposal, sir. 

Representative Hoxrrretp. I call your attention to that factor of 
the bill and suggest that it is worthy of study. 

Chairman Core. I can say that the licensee which is exempt under 
this section and may have the right to get any patent they want is 
the type of licenses required under section 103. 
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Representative Horirreip. The commercial type ? 

Chairman Core. The commercial type. All he gets from the Gov- 
ernment is material, and he pays the Government for the use of that. 
Any ideas he may develop in the course of that are his. 

Representative Horirrmexp. But he is relieved of the obligation to 
file his affidavit with his patent application so that the AEC will 
have knowledge of it. I am not only speaking of the Government’s 
use of his knowledge but of the Government’s awareness of the in- 
formation. 

Mr. Mrrcnety. As far as reporting is concerned, we are asking 
for some broadening of the provisions in the bill in this respect. 

Representative Horirrecp. That is part of the point I addressed my 
remarks to. I know in your testimony you did ask that. 

Mr. Mrrcnett. Yes, sir. 

Chairman Coir. He would have to file this statement with his appli- 
cation just the same as anybody would have to file. 

Representative Horirretp. I know that is our intention. 

Chairman Corz.. No; I am telling you what this is and this says, too. 

Representative Hortrrevp. Read it to me. 

Chairman Core (reading) : 

The applicant therefor files with the application a sworn statement as to 
whether the invention described in the application was not made or conceived 
during the course of, in connection with, or under the terms of any contract, 


subcontract, arrangement, or other relationship with the Commission, other than 
as licensee under. * * * 


Now they all have to file that statement. 
Representative Houirietp. Except as a licensee. 


Chairman Corr. No; a licensee has to file the statement. 

Representative Hotirrerp. I do not read the language that way. I 
know the chairman’s intent. But I do not read it that way and 
ask that the language be—— 

Chairman Cote. The statement which he files is whether this idea 
was conceived during any relationship with the Government except 
as licensee. 

Representative Horirrecp. I may not understand the legal termi- 
nology there, but I think you, Mr. Mitchell, get the point I am 
bringing out. 

Mr. Mircnetn. Yes, sir. 

Representative Hoxirietp. You have already testified that you 
would like to have an award and compensation board set up, I 
believe. 

Mr. Mircuety. The continuation of the present Board. 

Chairman Core. On that point, I for the life of me cannot appre- 
ciate your reasoning in it. You say the Commission has authority 
to do this thing; the committee agrees you have authority to do 
that sort of thing. Why put it in the lawbooks? W hy put it out in 
a statute that you can do what you say you have authority to do? 
Certainly the omission of it is not going to be construed by any per- 
son as an intention by the Congress to deny to the Commission the 
authority to do that very thing, because, if the Congress intended 
you should not have authority to do that, the Congress would say so in 
the act. 

Mr. Mrrcne.t. I think this is probably sufficient for our purposes, 
Mr. Chairman. 
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Chairman Coir. You mean our colloquy right here today ? 
‘Mr. Mrrcenett. Yes, sir; I do. 

Representative Houirretp. I cannot accept that because I think the 
court would take judicial notice of the fact that we are eliminating 
the Compensation and Award Patent Board which is in the present 
act and leaving it out, and therefore they must take judicial notice 
of our not setting it up, and I doubt very much if your authority 
would be as clearly set forth as it is if it is put in the present draft. 
So I respectful differ on that point. 

Chairman Coir. No court could construe that, because there is left 
in the proposed bill authority on the Commission to make compen- 
sation and awards for patents that it may acquire or may by this 
act have been confiscated. Of course, the Commission must set up 
the machinery for determining what that award shall be. So it is 
expressed in the language of the proposed bill that the Commission 
has authority to make compensation, to render awards. 

Representative Horirrme tp. Of course, if this is the general intent 
of the committee, and I think it is, I think the chairman would have 
no particular objection to us putting it into the act because I think 
it is a good area of administrative discretion which is left in this act, 
and Congress has failed to set up criteria by which you can exercise 
that administrative discretion. This omission of criteria might well 
be attacked under the philosophy that was used in the Schecter case, 
where it was clearly pointed out that the Government did not set up, 
or the Congress did not set up criteria adequate for the administra- 
tion of that particular Blue Eagle Act, the NRA. 

Chairman Cote. Does that discretion run rampant? 

Representative Hortrre.p. No, but I think— and I am not an at- 
torney—there is a clear acknowledgment that Congress has certain 
duties in clarifying its own language so that administration can be 
carried forward. I do not care to press this point, but I just think it 
is something that we should have your advice on as you are going 
to be charged with the administration of the act. 

Mr. Mrrcueiy. You are speaking now, sir, of the point as to whether 
or not we still feel we want specific reference to the compensation 
board ? 

Representative Houtrreip. Yes, sir. I do not ask for an answer 
now, but if you feel that you are clear in that field in view of the 
deletion of the language in the McMahon act and the failure to 
provide specifically for it in this act, why, all I want from you is 
an expression on the matter. 

Mr. Mrrcuett. All right, sir. 

Chairman Core. Let me read to you the provision of section 154 
which refers to the section authorizing awards for patents. It says: 

Any person seeking to obtain just compensation provided in section 151 shall 
make application therefor to the Commission in accordance with such procedures 
as the Commission may by regulation establish. 

Representative Horirrerp. That is right. 

Chairman Corr. I do not know why you want anything clearer 
than that. If you want to do it by a compensation board, pass a reso- 
lution and it will be done. If you want your deputy counsel to settle 

our awards, do it by regulation and it will be done. It is in your 
ands. 
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Mr. Mircuetu. I think that our recommendation on this point did 
not stem from any legal doubt but rather from the feeling that the 
Patent Compensation Board is recognized in the present statute, it has 
served very well and very faithfully, and we were a little reluctant 
to see the specific recognition of it dropped from the ~_ 

Chairman Cote. How many times in the past has the Compensa- 
tion Board operated? You say it served very well. 

Mr. Mircuetn. I would not know offhand, Mr. Chairman. 

Chairman Corz. Not over 10 or 12 times. 

Mr. Mrreneui. Perhaps not. 

Representative Hoxtrieip. The reason I think it 1s important to 
have a separate board on this is that you gentlemen are going to be 
mixed up in peacetime industrial operations; there will be controversy 
between different licensees in which there may or may not be personal 
feelings on the part of the Commission; and it woul d seem like to me 
in this field of adjudication of the value of a patent it would be wise 
to have an objective board. Of course, I favor that type. I will not 
press the point at this time. 

Representative DurHam. Will you yield to me? 

Representative Horirienp. Yes. 

Representative Duruam. I was just thinking, suppose the Com- 
mission decided to use tort claims and said, “We will use tort claim 
courts.” Would that be possible under this provision ? 

Mr. Mrircuett. The Tort Claims Act, Mr. Durham, would not be 
applicable to a situation like this. 

Representative Durnam. I did not know whether it would or not. 

Mr. Mrrcnetu. No, sir, it is not. 

Representative Durnam. It would not be applicable? 

Mr. Mrircuen. No, sir. 

Representative Hottrrerp. Now, sir, in section 155, in the saving 
clause, as I understand this clause it makes retroactive the new right 
to patent all discoveries heretofore prohibited or denied by the 
McMahon Act, with the sole limitation of section 151. That is my 
understanding of it. If your understanding is different, we would 
like to have it. 

Mr. Mrrcue zt. On that, Mr. Holifield, this is a very technical 
point, and I understand that Mr. Ooms, who is a member of our patent 
advisory panel and who testified before the committee at the Com- 
mission’s request previously on this general subject, is proposing to 
write a letter to the committee on this particular saving provision. 
He has some comments on it as I understand it. 

Representative Horirretp. Along that line, I submitted to you pre- 
viously today several sheets of typed paper which were furnished me 
by the staff of our committee on the Ooms’ proposal. 

Mr. Mircuet. Yes, sir. 

Representative Houtrtetp. Have you scrutinized that? 

Mr. Mrrcneiy. I have not had a chance to compare it with my 
copy yet. 

epresentative Houtrreip. Assuming it is the same as your copy— 
and I am sure it is. 

Mr. Mircuey. Yes, sir. 

Representative Hoxirtetp. Has the Commission taken action on the 
new language of the Ooms provision as far as either approving it 
or criticizing it? 











682 AMEND ATOMIC ENERGY ACT OF 1946 





Mr. Mircuet. No, sir, it has not specifically. 
Representative Hoirirevp. It seeks to do what the Commission 
testified it wanted to do, which is to set up a certain field of com- 
pulsory licensing, and because of Mr. Ooms’ conferences with the 
staff, 1 assume that this is an expression at least in legal language 
of that intent. 

Mr. Mircue.u. Yes, sir; that is right. 

Representative Hoxirrevp. 1 would ask you at this time, sir, to 
study it and later on give to me, as a member of the committee that 
wants to implement this compulsory provision, and also, of course, 
to the rest of the members of the committee for their scrutiny, your 
opinion as to whether this does what you want done or not. 

Mr. Mircue.t. All right, sir. 

Represenative Hotirtevp. If I did not ask you this question, I ask 
you it now. Does this saving clause open up the field for patent appli- 
cations on all denied applications since 1946 which are not solely used 
in weaons ? 

Mr. Mrrcne.y. That again, sir, I would have to reserve. 

Representative Houtrievp. Yes, sir. 

Would this allow original applicants for patents which were auto- 
matically assigned to AEC to now come forward and establish a pri- 
vate equity ¢ 

Mr. Mircuetn, Again I would like to reserve it, sir. 

Representative Ho.irietp. Would this apply to the 606 patents 
which the AEC has released to the public on a royalty-free basis? 
Would any of those or all of them come within the area of private 
patentability if this bill is passed as written ? 

Mr. Mitrcuety. I would like to examine that too. 

Chairman Core. I do not understand why you reserve it. If a 
patent has been issued and held in the name of the Government, no- 
body else is going to come back in and patent that same thing. 

Mr. Mrrcue.t. As I understand, the questions are addressed to the 
effect of the saving clause, and I am not a patent lawyer myself. 

Chairman Cote. You are using good judgment; you are being cau- 
tious and want to be sure of your answer. 

Representative Hottrtetp. I assure you I am only asking the ques- 
tions to get information on points which bother me in that field. 

Mr. Mircneu. Yes, sir. 

Chairman Coz. We will adjourn until 2 o’clock this afternoon 
when the State Department and representatives of the Justice Depart- 
ment will appear. 

I think I should caution members of the press to alert them to the 
fact that the statements which have been submitted to them in con- 
nection with the discussion of section 21 of this bill have not been 
presented to the committee. The Commission will return to the 
committee hearings tomorrow afternoon. I understand that is agree- 
able with your people, Mr. Strauss. 

Mr. Srravuss. Yes, sir. 

Representative Hottrretp. Would it not be possible, Mr. Chairman, 
to carry on with the Commission this afternoon ? 

Chairman Corr. Not this afternoon, because State Department and 
Justice Department are scheduled to appear, and they have made 
their arrangements, and the Commission has made its plans to be free 
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this afternoon. So in order to accommodate everybody, even including 
the joint committee, we will recess until 2 o’clock this afternoon. But 
I would like to remind the Chairman of the Commission of his promise 
to suggest to me in connection with section 15, vis-a-vis the relation- 
ship of the joint committee and the Commission, stronger language 
than is already in there. 

Mr. Strauss. Say “positively,” Mr. Chairman. 

Chairman Coir. We will stand in recess until 2 o’clock. 

(Whereupon, at 12:30 p. m., the joint committee recessed until 2 
p. m., this same day.) 


AFTER RECESS 


(The following members were present: Representatives Cole, Holi- 
field, Price, Durham; and Senators Bricker, Hickenlooper, Pastore, 
and Anderson.) 

Chairman Coz. The committee will come to order. 

As is know, this is a continuance of the hearings that the com- 
mittee has had on 2 pending bills before it, 1 in the Senate and 1 
in the House to consider revisions of the basic law governing atomic 
energy. The department schedule for appearance this afternoon: the 
Departments of Defense and Justice. 

The first of those will be the Department of State. We are honored 
to have the Secretary of State, Mr. Dulles, here. It is unfortunate 
that the pressure of other work and responsibilities on the part of 
other members of the committee is such that the attendance is not 
greater. If it were not for the fact that the Secretary has indicated 
an urgency to depart, I would delay starting the meeting until our 
attendance could be of greater number, Mr. Secretary. 

So I welcome you to the witness stand. 


STATEMENTS OF HON. JOHN FOSTER DULLES, SECRETARY OF 
STATE, AND GERARD SMITH AND T. B. MORTON, DEPARTMENT 
OF STATE 


Secretary Duties. Thank you, Mr. Chairman. 

Chairman Core. Mr. Secretary, we welcome you this afternoon to 
testify on that portion of the proposed bill in which you are inter- 
ested, your Department is interested, and which so vitally affects our 
international relationships and the possible future course of the world. 
We are happy to have you, sir. 

Secretary Dutes. Mr. Chairman, I greatly appreciate the oppor- 
tunity to testify before your committee in support of the foreign- 
policy aspects of the bills to amend the Atomic Energy Act of 1946. 

Since 1946 much has happened. At that time the U nited States had 
a unique position—virtually an exclusive position—with regard to 
the utilization of atomic energy. We were prepared to donate our 
unique body of knowledge to a “dependable international organization. 
Having it within our power to dominate the world by force—some- 
thing contrary to every principle of our national morality—we pro- 

osed voluntarily to divest ourselves of that power and place it under 
international control. Never in history has any n nation made a eom- 
parable proposal. It was rejected by the Soviet Union, which there- 





684 AMEND ATOMIC ENERGY ACT OF 1946 


by must assume before history the consequences which may come from 
its stubborn choice that this vast power of human destruction should 
be a national rather than an internationalized asset. 

In 1946 it seemed that, subject to possible internationalization, total 
secrecy would best serve the interests of our nation and of all human- 
ity. Since 1946 such monopoly as we had has ended. To some extent 
that was due to treachery and treason. But we would be foolish not 
to rate highly the scientific capabilities of the Soviet society. It is not 
easy to estimate the relative roles played by different factors; but 
we do know that in combination they have led to a situation such that 
our potential enemies have a knowledge vastly superior to that of 
most of the nations which we count as friends. 

This is an unhealthy state of affairs. It means that the present very 
strict secrecy requirements of the 1946 act no longer represent the wis- 
est international policy. We need to assert leadership in turning 
atomic energy to the peaceful service of mankind. To some extent 
this is merely enlightened self-interest since if we do not take this 
step our foreign raw-material sources will tend to dry up and be 
turned to uses for which others may supply the technology. Also we 
need to equip our allies with the knowledge which will enable them to 
counter the kind of atomic warfare which we know the Communist 
forces are equipped to wage. 

The pending bills would serve these foreign policy objectives. These 
objectives are both indispensable and urgent. They call for action 
apart from the important domestic aspects of the proposed legislation. 

About 2 weeks ago it was announced that the 1954 thermonuclear 

testing in the Pacific was finished. Speaking of this testing, the Chair- 
man of the Atomic Energy Commission, Admiral Strauss, had earlier 
said : 
* * * one important result of these hydrogen-bomb developments has been the 
enhancement of our military capability to the point where we should soon be 
more free to increase our emphasis on the peaceful uses of atomic power—at 
home and abroad. 

As I see it, a main purpose of the proposed legislation is to do just 
that— 


to increase our emphasis on the peaceful uses of atomic power at home and 
abroad. 

In London, disarmament negotiations in the United Nations Dis- 
armament Commission Subcommittee are going on. We are searching 
for a long-term solution to the problem of ever-increasing armaments. 
Here at home we are searching for interim techniques to permit peace- 
time uses of atomic energy to go forward until we find a solution to the 
armaments problem. We cannot any longer adhere to the theory that 
knowledge, because it is capable of use for destruction, must be denied 
for uses of construction. 

President Eisenhower recognized this when he proposed his inter- 
national atomic energy agency plan last December before the United 
Nations Assembly. By amending the Atomic Energy Act now as pro- 
posed, we will be laying some of the groundwork for a future era of 

eace when atomic energy inevitably will be doing constructive work 
in the world. 

This policy is not only humanitarian. It also serves our national 
interest. We shall get more uranium from abroad when the uranium 
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business becomes more advantageous for supplying nations in terms 
of advancing their nuclear power aspirations. They want knowledge 
even more than money. This want can only be met by us by making it 
possible for some American technical information and some American 
material to go to such countries when it is in our interest. 

There is a degree of dependence on our part on offshore sources of 
uranium for our national program. Naturally such uranium supply- 
ing nations look to the day when electric power will be produced in 
such nations from their own uranium. 

Three circumstances, (1) the developing Soviet program, (2) our 
dependence on foreign uranium, and (3) legitimate hopes for nuclear 
power abroad, combine to create the need to amend the inte srnational 
cooperation provisions of the Atomic Energy Act of 1946. 

Other countries are making progress in atomic -power technology. 
There is a growing tendency for certain raw materials supplying 
nations which are not industrially well advanced, to turn to such 
other countries for nuclear power information because they have 
been disappointed by our inability to. give them significant help. 
It is clear to me that if this trend continues, the interests of the 
United States will be seriously and detrimentally affected. There is 
no need here to emphasize how important it . for us to stay ahead 
of the U. S. S. R. in providing knowledge of how to put atomic 
energy to peaceful uses, 

In extending abroad, under proper security safeguards, the evolv- 
ing technology of atomic energy for peaceful purposes, we shall 
tighten the bonds that tie our friends abroad to us, we shall assure 
material resources that we need, and we shall maintain world leader- 
ship in atomic energy—leadership which today is such a large ele- 
ment of our national prestige. 

I know that the hope has been expressed that the proposed legisla- 
tion will be sufficiently broad to permit implementation of the Presi- 
dent’s international atomic energy proposals expressed last Decem- 
ber. I would certainly like to be able to tell you that the time is 
ripe for putting such proposals into operation. This unfortunately 
is not the case and until we have a clearer idea of how the interna- 
tional discussions on the President’s proposal will evolve, we are 
not in a position to state that the bill contains all the authority which 
will ultimately be required. However, the language of the proposed 
bills does not offer any obstacles to the President's proposal and 
lays the general groundwork needed to implement it. I would point 
out, however, that the international negotiations to implement this 
plan are still in an inconclusive state. 

I support also a change in our atomic-energy law to permit dis- 
closure of certain military information to our allies. The President 
some 3 months ago said : 

Our own security will increase as our allies gain information concerning 
the use of and the defense against atomic weapons. Some of our allies, in 
fact, are now producing fissionable materials or weapons, supporting effective 
atomic-energy research, and developing peacetime uses for atomic power. But 
all of them should become better informed in the problems of atomic warfare 
and, therefore, better prepared to meet the contingency of such warfare. 

The gravity of the present international situation lends great em- 
phasis to these words of the President and lends added urgency to 
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this matter of increasing our allies’ capabilities in these new tech- 
niques of war. We particularly need authority to transfer to na- 
tions participating in defense arrangements with the United States 
a limited type of tactical information essential to defense planning 
and training of personnel for atomic warfare. 

In the conduct of our foreign relations much is beyond our con- 
trol. But here is an instance where it is clearly within our control 
to increase United States ability to gain greater security. The pres- 
ent legal restraint on disclosure of even limited type of weapons 
information has become a real hi andicap in our collective effort with 
our allies to build necessary strength to resist aggression. I under- 
stand that the Department of Defense is concerned because the 
remedial language of the bill authorizing this type of military inter- 
change seems to them to fall somewhat short of what is needed. 
I hope a way can be found to permit the amount of interchange 
of military information which is needed to enhance our security. 

In modernizing our atomic-energy law I feel that we will be taking 
three steps in the direction of peace: First, we will be increasing the 
deterrent factor represented by our weapons stockpile by the provi- 
sions we have requested permitting us to integrate certain tactical 

‘apons information into our foreign military planning. Second, by 
bile able to give our friends abroad atomic-energy information and 
material, we shall be strengthening our capacity to build the raw- 
material base on which our entire atomic-energy program rests; and 
third, we will be strengthening the ties which unite the free nations 
by a sense of fellowship. 

Throughout the world this legislative proceeding is being followed 
with unusual interest. Foreign statesmen and soldiers are waiting 
to see whether the United States, through this Congress, will follow 
through with its program to make atomic armaments a part of the 
weapons systems of the alliances in which the United States is a part- 
ner. Scientists and engineers of friendly nations are also waiting 
to see if Ameri¢a will be willing to open up some of its peacetime 
nuclear techniology in return for raw materials and other advantages 
flowing to the United States. 

Perhaps most significant of all, however, are the hundreds of mil- 
lions of people in the world who, having heard of the promise of 
atomic energy, wait eagerly to see if there are benefits in it for them 
in addition to the military shield which has held off the aggressive 
forces of Soviet communism for almost a decade. The military atom 
is a fearsome thing, even to those who owe their liberties to it. The 
constructive use of atomic energy could promote both peace and plenty, 
and so holds a special place in man’s dream of the future. 

The bills which your committee is considering need to be enacted if 
our Nation is to serye its own interests and at the same time to show 
the world anew that our national interests harmonize with the in- 
terests of men everywhere. 

Chairman Corr. Mr. Secretary, let me compliment you on a very 
fine, excellent statement. 

Secretary Duties. Thank you. 

Chairman Corr. Are there questions from members of the com- 
mittee? Senator Hickenlooper? 
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Senator Hickenwoorer. I join in complimenting you, Mr. Secre- 
tary, on this very excellent statement. 1 am not taken by surprise, 
however; I find that you quite often make excellent statements. 

Secretary Duties. Thank you. 

Senator Hickenvoorer. It is rather a habit of your in my exper!- 
ence. 

I want to talk to you just a moment about some of the statements 
that are made here about the exchange of military information, which 
concerns me greatly. We could make mistakes in domestic legisla- 
tion, and then we could correct them or at least partially correct them 
by changing the law. Once we make a mistake in giving away some- 
thing that is irretrievable we have no w ay of correcting that mistake, 
and I have alw: ays tried to keep myself in a position of caution in 
that matter. 

Now I realize we cannot discuss here the potential limits of informa- 
tion that can be disclosed, perhaps we would get into classified fields, 
but I do not know that I can agree that this bill does not go far enough. 
I do not know that I agree with the military in their restlessness of 
wanting a little more leeway. 

It seems to me that there are a number of factors. In the first: place, 
I would not ask you to pass on this question at this meeting, but in 
the first place I would like to know who our allies really are; that is a 
matter that really concerns me. How much can we rely on the 
so-called future contribution of people who now are alleged to be 
our allies? What will be the situation tomorrow? How far can we 
go in divulging information which we might wish we had not divulged 
if they no longer continue to be effective allies? 

Those are the things that worry me about the exchange of informa- 
tion program. I am not at all certain that any of these nations have 
any right to demand or to expect any unusual largess from us. 

One ‘thing that I may or may not disagree with you on is the state- 
ment, “Throughout the world this legislative proceeding is being fol- 
lowed with unusual interest. Foreign statesmen and soldiers are wait- 
ing to see whether the United States, through this Congress, will follow 
—— with its program to make atomic armaments a part of the 

eapons systems of the alliances in which the United States is a 
ountinens 

Assume, Mr. Secretary, that they are waiting but if the 10 years, 
recent years of almost superhuman sacrifice and contribution on the 
part of the United States and the bloodshed in the World Wars, has 
not convinced those people over there that we do follow through on 
a basis of ideals I do not know that I would be very sympathetic in 
regard to using this as another test of the good faith of the United 
States. I do not know that they have any particular call upon our 
activities in this field unless we in our own interest feel that it is the 
thing to do. 

You also say: 

Scientists and engineers of friendly nations are also waiting to see if America 
will be willing to open up some of its peacetime nuclear technology in return 
for raw materials and other advantages flowing to the United States. 

Well, we have been avidly trying to get raw materials out of.some 
of these recipient nations—that is, nations who have received our 
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bounty for a good many years, and I believe the effort has resulted 
in practically nothing by way of any compensation for the things we 
have done for them. I think we probably have paid through the nose 
for everything we have received. 

So that I do not believe other nations should take the assumption 
that we are going to get anything for this. I think we will have to 
approach it on the basis of our ultimate benefits within this country. 
Perhaps you and I are in complete agreement, I do not know, but 
periodically I get very restless every time some international program 
comes up that this is the test. 

We, the United States, must do this to prove to our allies or our 
friends that we are good fellows. I have mentioned this before re- 
peatedly in years past, and to what purpose or result I do not know, 
but that would be about the only matter of dispute that I might have 
in understanding your statement. 

Most of these things I know you cannot comment on in detail, and 
I cannot comment on in detail, but I thought in all friendliness I 
would tell you that I do not know that I fully understand the para- 
graph on page 5 

Secretary Duties. Can I just comment very briefly if I might, 
Senator? 

Senator Hickenvoorer. I would be glad. 

Senator Pastore. Do not make it too brief. 

Secretary Duxxies. The first point that you make as regards the 
dependability and durability of our alliances, I think if one studies 
history that it is necessary to come to the conclusion that most mili- 
tary alliances have been temporary affairs. I do believe that the 
alliance represented by NATO has more elements of durability in it 
than most alliances have had because it has a going mechanism, it 
has a council which is meeting regularly, and it meets 2 or 3 times a 
year with the ministers of the different countries involved, and there 
is an organic quality about it which sets it apart I think from most 
military alliances which have merely been pledges of future conduct 
reduced to paper but without any living, vital organism. 

Even so, I would not want the safety and security of the United 
States to be wholly dependent upon any military alliance, and I 
would assume that the type of information which would be given here 
would not be of a character which would be disadvantageous to the 
United States if it should get into unfriendly hands. 

We know that the Soviet Union has atomic weapons which are 
available for tactical purposes ; we know something of the instructions 
which go with these weapons with reference to their use. So that we 
know that armed forces of the Soviet Union know presumably as 
much as we know about the capabilities of atomic missiles, the nature 
of the discharge and various protective measures which might be 

taken against it. Therefore, if this information of that kind given to 
our allies should by any mise ‘hance fall into unfriendly hands it would 
not add to the sum total of knowledge of our hostile forces. 

Senator HickenLooper. Mr. Secretary, if I might interrupt? 

Secretary Duxuzs. Yes. 

Senator Hicken.ooprr. I think there are two things that at least 
are evident to me. Qne is that the United States is now seeking a 
proper means for making available the technology of atomic energy 
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for peaceful purposes industrially and otherwise. We are seeking 
that means now. I think we will undoubtedly produce that means 
because we are earnestly hoping to make available to other nations 
that knowledge. 

In the question of weapons, I do not want you to misunderst and me, 
I have heretofore made my position clear, I think. Within limitations 
I believe our allies at the moment—that is, our allies should at the 
moment and from time to time have adequate information necessary to 
the tactical use of atomic weapons in a joint effort. 

The thing that troubles me is where does the limitation oceur? I 
am not willing at this moment to take the wraps completely off and 
place in the whimsical discretion of any group of our citizens or any 
people in the future, because no one knows who will have control of 
the reins from time to time in the military and otherwise; I am not 
willing to take the wraps off completely and make that a discretionary 
matter to disclose all the possible potentials and secrets of the military 
= of this. 

I do not know where the limitation is. I am willing to go so far 
into a dark room, and I do not know whether I want to go c lear in it 
or not. I cannot find the answer to a proper definition of the limita- 
tion of that disclosure, but at the same time admitting that certain 
disclosures I think are essential at the moment. 

So I am not completely against the proposition. 

Secretary Duties. I do not think we would disagree very much, 
Senator Hickenlooper. I said that I hope a way can be found to 
permit thisexchange. Whether that is in terms of granting discretion 
or authority or whether it is in terms of finding an agreed definition, 
if that is possible, that would involve matters which in the first 
place I am not very qualified to discuss, and in the second place 
probably ought not to be discussing in open hearing, but I would hope 
that in executive session in discussions with the defense people a way 
could be found to satisfy the principle which you stand for and which 
I do not disagree with. 

Senator Hickentooper. I think we attempted to find a formula at 
the time it was incorporated in this proposed act. I think all of us 
admit its limitations, and its perhaps inadequacy by saying that cer- 
tain dimensional information and information on effect, matters of 
that kind, could be disclosed within the discretion of those responsible 
but not the design or the fabrication of the weapons themselves. 

Now that probably is an inadequate limitation. It may not be suf- 
ficiently descriptive of the limitation on the degree of sensitivity of 
the information which is permitted to be given away. I know as you 
do, Mr. Secretary, that the opinions of people run the entire gamut 
from those who say, “I would give nobody nothing,” or “I would not 
give anybody nothing,” to those people who say, “Well, why not open 
up the whole field? It involves natural law, it involves a scientific 
field which eventually will be discovered by anyone of competence ; 
therefore, why keep any of it secret? Let us open up the whole field 
and the devil take the hindmost.” 

The opinions of people run to those who would be completely restric- 
tive and to those who would be completely open. I probably lean to 
the restrictive field more than I do to the full-disclosure idea. I do not 



























































690 AMEND ATOMIC ENERGY ACT OF 1946 


speak for the committee; I am trying to search for a satisfactory view 
in my own mind, and that is the whole purpose of my comment. 

Secretary Duuies. If I could just refer now, Mr. Chairman, to the 
Senator’s comment on what I said on page 5. I think that the interest 
which this proposed program has caused is an interest stimulated 
primarily by certain assurances which the Executive has given that he 
would seek this authority from the Congress. I did not intend to imply 
at least that we had an obligation to prove again to the world our 
good faith or our generosity, which has been proven, I think, many, 
many times. 

Perhaps I expressed myself a little awkwardly, but various state- 
ments have been made. I remember at the last meeting of the NATO 
Council, in fact the last two meetings, I said with the authority of 
the President and on the urgent advice of General Gruenther that I 
should say so that we would seek from the Congress authority to give 
our European allies information about the tactical effects of atomic 
weapons so that they would be not as wholly ignorant as they are 
today. 

Statements of that sort which have aroused the intense interest which 
I have referred to more than anything on their part that we have 
to prove our good faith. Perhaps I did not make that clear. 

Senator Hicken oorer. I recall instances from the past, for instance, 
where I do not take great offense at this, but I happened to be at the 
Bikini test in 1946, I guess it was, and the British and others were in- 
vited down there to those tests. They had access to the results and 
that sort of thing. 

When the British set off their first test they would not give us a 
smell, would not even let us approach the test. Reciprocity on that 
basis is not conducive to a lot of good feeling, I think. I think in 
many things that reciprocity ought to be a two-way street. I think 
there are many evidences which other countries can give us of their 
willingness to do a little contributing on their own part for some of 
these things and therefore I do not believe that they would have any 
justifiable reason for feeling that we must again prove our good faith 
by again opening up the jewel box and telling them to help them- 
selves. 

Thank you. 

Chairman Core. Mr. Holifield ? 

Mr. Durham? 

Representative Durnam. Thank you, Mr. Chairman. 

Mr. Secretary, I want to compliment you on your presentation and 
also I want to compliment your party on taking the initiative in this 
international proposal that is at the present time in the measure before 
us. I think you are taking the forward step and one that I know has 
its complications, we all realize that, but I am sure that the right type 
of individuals and agreements will allow us to work out something 
that will be agreeable to all parties concerned. 

You did not refer so much to the provision of the law which pri- 
marily you are speaking to or which primarily you will be interested 
in, or your agency which you head will have to perform and carry out 
these agreements, and that is in section 122 and section 123. 

Furthermore, also I would like to ask your opinion on section 173. 
You will notice the provisions of section 123, and since you did not 


bie < 


biter 


Seasale 





AMEND ATOMIC ENERGY ACT OF 1946 691 


elaborate on that in your statement I would like your opinion as to 
how you think they will affect your negotiations if you wish to answer 
that at this time. 

You said there probably would have to be some more legislation as 
this thing was worked out because we cannot, and I agree with you 
that I do not think we can see all the final determinations that will 
be required in this program. I am in agreement with it myself, and 
I have been for several years, and I want to be sure that we have some- 
thing that is workable, something that we can carry out the Presi- 
dent’s intentions with. 

You will notice the terms and conditions there under section 123 
are laid down in four categories. 

Senator HickenLoorer. Mr. Chairman, would the gentleman again 
identify the section he was referring to? 

Representative DurHAm. Section 123. 

Chairman Coxe. He also referred to 173, I believe. 

Representative Duruam. I wanted to refer to it later. Sections 123 
and 122. Section 122 is not so definite, but we have in here some 
limitations which I would like your opinion on such as under sub- 
section (c). First I would like for you to elaborate on section 123 as 
it generally applies to what you feel will be your program or policy 
or whatever we determine it to be. 

Secretary Duuies. I think we can get along all right with these pro- 
visions as they are now drafted, Congressman. It may be that if the 
President’s proposal of December 8 is worked out in final form that 
the language of the present bill might not be in all respects adequate, 
but in view of the fact that we are not, unfortunately, able to give 
you any indication as to what the final result, if any, will be, 1 would 
not feel warranted in asking the committee to amend the provisions 
of the bill to meet what is now a somewhat problematical situation. 

The negotiations that we have been having in that matter have not 
progressed as rapidly as we had hoped; they have been going on now 
for about 6 months, and the prospects are not such as to enable me 
to indicate to the committee that some particular choice of words is 
more important than a different choice of words. 

I would think that by and large this is adequate the way it now 
stands. 

Representative Durnam. Since we are laying down the long-term 
policy, one which I hope we are, I think it is pretty definite that it is 
certainly desirable for us to know as far as possible what we are enter- 
ing into, It is rather nebulous at the present time. Has there been 
any negotiation carried on whatever with any of these countries! I 
am not talking about the military side now; that is another matter, 
but I am talking about the use of this fissionable material for the 
benefit of humanity through the production of electric power and the 
research in medicine and all the fields of science. 

Has there been any thought given in the State Department as to 
how far you are going / 

Secretary Duties. In connection with the negotiations which the 
United States has been conducting with the Soviet Union—— 

Representative Durnam. Let us forget about the Soviet Union be- 
cause they are behind the Iron Curtain. I am talking about the 
mutual program that we can work out here with our own allies. 
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Secretary Duties. I was just coming to that. 

Representative Durnam. All right. pane ; 

Secretary Duties. In conjunction with these negotiations which 
we have been conducting with the Soviet Union we have had on the 
side a series of negotiations with some of our allies who have some 
qualifications to deal with this field, and that has resulted in a certain 
meeting of the minds on the proposals which are made to the Soviet 
Union. 

As I say, there have been meetings among our allies as to what to say 
to the Soviet Union. When it came to the negotiation with the 
Soviet Union I conducted it for the United States and also on behalf 
of some of these other nations involved in this field. So as a by- 
product you might say there have been some exchanges of views with 
our allies. 

That indicates at least that there is some 

Representative Durnam. Are they enthusiastic about it? Would 
you go that far? 

Secretary Dutzes. Yes, I would say they are enthusiastic about it. 
But the form which the transaction or operation would take, if the 
Soviet Union is not a party to it, could be quite different. Therefore, 
we are not in a position today to suggest any form of words to you as 
necessarily being applicable because if unhappily we had to proceed 
in this matter without any participation by the Soviet Union, then it 
could be that the proposal upon which we had agreed as one appropri- 
ate to make to the Soviet Union that that might be considerably 
changed if we were only dealing among ourselves. 

Representative Durnam. I am thinking primarily about our allies 
because negotiations with the Soviet Union have not produced much 
result. 

Secretary Duties. No. 

Representative Duruam. I fully agree to carry them along is worth 
while, but I am not very hopeful that anything may be worked out with 
that. 

I think you can speak probably on the proposal there under subsec- 
tion ec which is 30 days. There is some differences of opinion as to 
whether or not that is a wise provision. I would like your opinion on 
that if you can give it to me or if you have studied it or feel as though 
you can give it to us at the present time. 

Secretary Duties. Well, in the main I do not think such provisions 
are good constitutional practice, but in this particular case it seems to 
me that the form in which it is put is such that it seems to me that he 
form in which it is put is such that itis not seriously objectionable. 

Representative Durnam. You would not seriously object to that 
provision ? 

Secretary Duties. No. 

Representative Durnam. Now in section 173, which is the section 
that provides that the United States Government must pay the United 
States citizen patent holders for such use or for revealing to such for- 
eign governments restrictive data containing patented information. 

The provision bothers me a little bit as to how you will administer it 
in your negotiations, dealing with the law of the land and dealing 
primarily with foreign countries in agreements which you will have 
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to make, and of course later to be submitted to the United States 
Senate, | suppose. 

How do you think that provision is going to operate ? 

Secretary Duties. Do you mean how do you determine just com- 
pensation ¢ 

Representative Durnam. Well, not necessarily that because you 
have to carry this law here into your agreements as I see it. 

Secretary Duties. Well, the essence of it is the determination of 
just compensation, and that is a concept which is well known to the 
law, it is the principle of eminent domain. If you take property 
through the exercise of the right of eminent domain you pay just 
compensation. There often is dispute as to what the just compensa- 
tion is, but the principle is one which has proved workable. 

Representative Durnam. Would it in effect mean that you would 
have to pay a private American citizen liability and damages in this 
field here of dealing with foreign nations? ‘The thing sounds com- 
plicated to me, I may not be looking at it properly. 

Secretary Duties. I think one would have to say that this is a very 
complicated matter, the whole business. 

Representative DurnHam. I want you to have something to work 
with, Mr. Secretary. 

Secretary Duuues. I think in essence as I understand it what the 
United States does it to exercise the right of eminent domain and 
the principle of just compensation. 

Representative DurHam. Even though he is working with a foreign 
country ¢ 

Secretary Duties. Yes. 

Representative Durnam. That is a departure from our procedure 
in patents; is it not, or patent compensation. 

Secretary Duuues. If it is a private patent which has worldwide 
operation and we take it away I suppose there should be a duty to 
pay just compensation. 

Representative Durnam. Well, you in effect, feel as though we have 
something here that would provide the tools necessary to carry out 
ut least the proposal that the President suggested at the United 
Nations? 

Secretary Duties. Yes, sir; I say that subject to qualification. I 
said before that I cannot guarantee that this is sufficient to carry it 
out because I do not know what the final outcome of that proposal 
will be. It might be that we would have to come back and ask for 
something more, but I would not feel, as I say, that I would want 
to make any particular proposal along that line at the present time. 

I think it is possible that we can work out the President’s proposal 
within the framework of this bill. 

Representative Durnam. Well, that is what we have been strug- 
gling to do here. I hope we have accomplished that. Thank you 
very much, Mr. Secretary. 

Chairman Courgz. Senator Pastore? 

Senator Pasrore. I was not here, Mr. Secretary, when you made 
your formal statement, and I apologize. I just want to ask you 1 or 2 
questions. 

Have you any opinion at all on the question of joining our inter- 
national agreements phase of the bill together with the revision of the 
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law, or would you separate it? Do you see any advantage or disad- 
vantage in including this in the present bill ? 

Secretary Duties. In including the international business ¢ 

Senator Pasrore. Phase of this revision. 

Secretary Dues. I only feel qualified to speak about the interna- 
tional phases of the bill, and I consider that those are of the utmost 
importance and urgency for the reasons which I give in my opening 
statement. I do not feel competent or qualified to express any partic- 
ular opinion as to the domestic aspects of the bill because I have not 
gone into that. 

Senator Pastore. Do you see any jeopardy to your international 
negotiations if the bill were passed ? 

Secretary Duxtxs. I would be sorry if the international aspect of 
this bill failed because they were tied to domestic provisions which 
were not approved by Congress because I do want to emphasize with 
the greatest earnestness of which I am capable that I believe it would 
be quite a disastrous thing for the United States if these foreign 
policy aspects of the bill were not adopted. 

It would gravely interfere in my opinion with our ability to get 
indispensable quantities of source material which we have to get 
from foreign markets and which I do not think we can continue 
to get except on a basis of exchange of information, giving of infor- 
mation, which is more liberal than that which is permitted by the 
present act. 

Senator Pastore. The reason why I state that is because I am 
impressed with the idea that you are rather anxious to have this phase 
of the law passed at this session of the Congress, am I right? 

Secretary Duties. I am, indeed. 

Senator Pastore. The only reason why I say that is because we have 
heard from many, many groups who have been in opposition to many 
phases of the bill, and I would not want to see that international 
aspect jeopardized only because there may be opposition as to other 
parts of the bill. 

Secretary Duties. I agree entirely. 

Senator Pastore. Thank you. 

Chairman Corer. Mr. Holifield ? 

Representative Hoxrrrerp. Mr. Secretary, I am also interested in 
that phase of the problem which Senator Pastore just covered. You 
are aware that when the Atomic Energy Commission sent us up a 
draft of the legislation that they set it up in two parts, one part was 
the international cooperation program, and the other was the domes- 
tic package. 

I understand that the State Department along with the Bureau of 
the Budget and others did approve of those two drafts which were 
sent up. Has the State Department taken formal approval of this 
bill which we now have before us which is quite different from the 
one that was approved for the Atomic Energy Commission. 

Secretary Duties. I think that the State Department is in entire 
agreement with this bill, assuming it gets passed. As I say, our 
concern is primarily with these two foreign policy aspects of the bill, 
the right to give nonmilitary information to some of these countries 
which possess to us vital sources of raw material and probably which 
we cannot continue to get without paying some such price for it, and 
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the second is that we do need to be able to give some of our allies, 
particularly NATO forces, some technical information as to how to 
cope with the type of atomic warfare which they may be confronted 
with if there is a war, and we just cannot leave them in total ignorance 
of this matter without a great disruption of their morale. 

Those two things, in my opinion, are of urgent importance. Now 
I am not able to judge the importance of the other aspects of the bill 
because that is not the area of my concern. 

Representative Hotirrrecp. But you are convinced that it is very im- 
portant that we do get through a piece of legislation which will take 
rare of the international approach ? 

Secretary Duties. I think it is of the utmost importance. 

Representative Horirretp. You are aware, I suppose that this bill 
has a 3-level arrangement for international cooperation? The first, 
of course, is an acknowledgment of the treaty powers. The second 
is international agreements which require in that particular area the 
majority of both Houses to approve. The third area of cooperation 
is an area where the Atomic Pale’ Commission, the Department 
of Defense and the President agree or express their approval. 

You are aware of the three stages ? 

Secretary Dues. Yes. 

Representative Hotirretp. And that the second one, where the ma- 
jority of both Houses have to approve in the field of international 
agreement which specify certain areas that this was formerly gen- 
erally considered in the field of Presidential agreements. So this is 
taking from the President the power to make agreements in this field 
on his own and transferring that to the majority of both Houses. 

Are you aware of that, and do you approve of it, sir? 

Secretary Duties. I wonder if you could direct me to the section 
of the bill to which you are referring? Do you have that there? 

Representative Horirrevp. I believe it is section 121, sir, page 7, 
paragraph k. Section 122, beginning on page 48: 

Policies contained in international arrangements. In the performance of its 
functions under this act, the Commission shall give maximum effect to the poli- 
cies contained in any international arrangement made after the date of enact- 
ment of this act. 

Now, on page 7, is the definition k that says: 


The term “international arrangement” means any international agreement 
hereafter approved by the Congress or any treaty during the time such agreement 
or treaty is in full force and effect, but does not include any agreement for 
cooperation. 

Now, the international agreement therefore occupies a secondary 
level below a treaty, and it is required in this act that Congress approve 
that, and of course that can be approved by a majority of each House. 
Now, this is in a field hitherto considered the Presidential field of 
operation. 

Chairman Core. Mr. Holifield, do you mind if I inject myself? 

Mr. Hortrtrevp. No; all I seek is clarification. 

Chairman Coie. The present provision of the law of the McMahon 
Act carries the substance of section 122 and the definition of an inter- 
national arrangement. All the effect of those is is to say that if any 
treaty on any subject whatever it may be is ever entered into in the 
future between our country and any other country or if an interna- 
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tional agreeement is made between our country and another to the 
extent that atomic -energy matters may be involved, the Commission 
= ill carry out the provisions of that international arrangement. 

That is the present situation in the McMahon Act, which is carried 
over to this. This bill does go a step further and contemplates and 
authorizes an international understanding which we have called, char- 
acterized, an agreement for cooperation which is of lesser stature than 
either a treaty or an internat ional agreement which has been ratified 
in some fashion by the Congress, and that agreement for cooperation 
requires no congressional action to be put into effect. 

So, in fact, rather than tie the hands of the President, it releases the 
constitutional shackles that are already imposed upon it with respect 
to making international agreements in this one field of exchange of 
information in the nonweapon area with foreign nations. 

Representative Horirretp. Well, now, I will have to disagree a little 
bit with the chairman’s interpretation. 

Chairman Cote. I am glad it is only a little. 

Representative Hoxirieip. In the field of international arrange- 
ment, as the chairman has said, that is carried over from the McMahon 
Act, and it provides that Congress shall approve that. Now, if his 
reference is to the cooperation, the agreements for cooperation, and 
I was going to get to that next, that is No. 3, I will comment on that 
separately, but [ am talking about just the international arrangement 
at this time. 

I believe you will concede that there is no change in that as far 
as the McMahon Act is concerned, that it requires that the Congress, 
majority of both Houses, shall approve that, and this is a peculiar 
provision which pertains only to atomic energy matters, I might say. 
It only works in that one field of exchange of atomic information. 

Chairman Corr. No, I cannot agree with my friend. References in 
the existing law were carried over in this respect with respect to inter- 
national treaties, international agreements applied to the proposed 
bill are defined under the title of international arr angements having 
to do with any kind of agreement which our Government may make 
with any country whether or not atomic energy is involved, which is 
simply a restatement of the situation as it exists if it were not the 
law. 

But it does say if any agreement is ever made in which atomic energy 
is involved, then this imposes on the Commission the responsibility 
io carry out the terms of that international agreement. 

Representative Houirretp. I am not going to quibble over this par- 
ticular point because I do not think there is a serious diss agreement 
between the chairman and myself on this, we are approaching this per- 
haps from a little different angle. I will leave the international sec- 
tion and go to the cooperation level which is the third lowest level. 

In that if I am not mistaken the Atomic Energy Commission, the 
Department of Defense, and the President approve that type of agree- 
ment, and it is a limited agreement, of course, and on a much lower 
level. 

Secretary Duttes. I was going to ask, Is your question whether the 
State Department regards those provisions as adequate ? 

Representative Hoxrrrerp. Well, my question is, sir, Do you believe 

that the Atomic Energy Commission should have the prerogative of 
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either approving or disapproving of a cooperation agreement which 
might come before it in view of the fact that the Atomic Energy 
Commission is a Commission that is appointed for terms of service 
which are set by law and it is entirely possible—I am not saying that 
this will happen, you understand, but it is entirely possible—that the 
Atomic Energy Commission being an independent agency and not 
subject to Presidential direction legally might cause some controversy 
in this field ? 

At some future time if they happen to be out of sympathy with the 
President’s objectives, in other words. Mr. Secretary, I realize this is 
very complicated, and if you would like to supply us an answer on this 
point later it would be perfectly all right with me. 

It is so complicated that even the chairman and I cannot agree on 
it fully. 

Secretary Duties. The legal advisers of the Department have gone 
over this and advised me that they thought it was all right. I have 
not made an independent check on these rather refined legal aspects. 

Representative Hoxirieip. If you wish to answer that a little later 
it certainly would be all right. 

Secretary Duties. All right. 

Chairman Corr. Let me urge that if you do decide that you want to 
respond that you make your response to the committee within the 
next few days. 

Secretary Duties. Right. 

Representative Hortrrevp. As a matter of fact, Mr. Secretary, any 
international agreement that would be made with a group of nations, 
including Russia, would undoubtedly be in the form of a treaty, would 
it not? 

Secretary Duties. I would assume it would be in the form of a 
treaty. It might conceivably be something which would be author- 
ized by an act of Congress or joint resolution, but presumably it would 
take the form of a treaty. 

Representative Hoxirretp. Of course, if it did take that form, why, 
the treaty power would supersede any legislation that we might write 
at this time subject to two-thirds approval by the Senate; is that not 
true? 

Secretary Duties. Yes; it is true that in the case of laws and trea- 
ties the last in date to be enacted is the one that prevails. Of course, 
it is equally true that if a treaty was made and Congress should pass 
a law subsequently which was in contravention of the treaty, the law 
would prevail as far as the United States is concerned. 

Representative Horireip. I am sorry, I did not get that last sen- 
tence, sir. 

Secretary Duties. If a treaty were made and subsequently the 
Congress should pass a law inconsistent with the treaty, then the law 
being more recent in date would prevail as against the tre: ity so far 
as the United States was concerned. 

Representative Hotirreip. It would supersede in your opinion a 
treaty under the Constitution ? 

Secretary Duties. Yes. 

Representative Hoxirre.p. I am not a constitutional lawyer; I can- 
not argue that point with you. 
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Secretary Duties. As far as the United States jurisdiction is con- 
cerned and the authority of the United States officials and our courts, 
then a law prevails against a treaty if it is passed after the date of 
the treaty. 

Representative Horirrerp. I see. Now Admiral Strauss gave us 
some testimony in which he testified that section 123 would practically 
negate the usefulness of the amendment sought by the President in 
regard to the Fulbright, I believe it was—no, it was in regard to busi- 
ness activities such as teaching abroad. 

I believe it did come under the Fulbright section, or selling stand- 
ard items which might constitute indirectly engaging in the produc- 
tion of fissionable material outside the United States and would thus 
be a legal or require a complicated agreement for cooperation. I be- 
lieve Admiral Strauss testified against that, and he took exception 
to it. I believe that occurred in section 54 of the bill. If that is so 
and if it did intefere with the Fulbright scholarship agreements which 
we have at the present time, what would your attitude be, assuming 
that that might be so? 

Secretary Duties. I really do not think I am sufficiently acquainted 
with the possible conflict that could arise there. I am not sufficiently 
familiar with the functioning of the Fulbright scholarships in this 
field to make a qualified answer to that question. 

Chairman Corr. Let me help you clear up your mind, Mr. Secre- 
tary. It is section 57 of the proposed bill which says that it will be 
unlawful for any person to directly or indirectly engage in the pro- 
duction of any special nuclear material outside the United States. 

Now directly or indirectly engage in the production of special 
nuclear material has to do with teachers, salesmen, instructors, or 
anything else who indirectly engage in the production of atomic 
energy. That is unlawful, except upon authorization by the Com- 
mission upon a determination that such activity will not be inimical 
to the interests of the United States. 

Secretary Duties. What I am not clear about is the bearing of 
that upon the Fulbright scholarships. 

Representative Horirrevp. I think the point was that the teaching 
or the releasing of information in that field would be the part that 
would be prohibited, and also the procedures of section 123 were so 
drastic that it would be doubtful if anything like that could be done 
in the future. 

Chairman Cor. 123 does not come into play under the circum- 
stances. 

Representative Horirrerp. Well, that is assuming if there was an 
agreement of cooperation which would—— 

Chairman Corie. Which would involve the use of restricted data. 

Representative Hotirietp. It would come into play, I think. 

Chairman Core. That is right. 

Secretary Duties. I would assume that this phrase— 
upon authorization by the Commission after determination that such activity 
will not be inimical to the interests of the United States— 
would give a good deal of elasticity to the provision if there was a 
reasonable use of that discretion by the Commission. 

Representative Horirretp. You feel that the President then might 
overrule some of the stringent provisions that are in section 123 ? 
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Secretary Duttes. That the Commission, yes. You see, as I read 
it there are two independent exceptions. One is under an agreement 
for cooperation pursuant to 123, and the second one is— 
upon authorization by the Commission after a determination that such activity 
will not be inimical to the interest of the United States. 

I read those as two coordinate exceptions. 

Representative Hoxtrtetp. I believe Admiral Strauss also objected 
to submitting the proposed agreements for cooperation to the joint 
committee. Does the State Department feel that the committee is 
taking unto itself additional power which might encroach upon the 
executive department with the requirement that such agreements be 
submitted to us for 30 days? 

Secretary Duties. Well, I said that in general I do not think that 
that is good constitutional practice, but in this particular case it is 
so worded that I do not think it is seriously objectionable. 

Representative Hoiirretp. Admiral Strauss also said that the pres- 
ent exchange of limited information under the technical cooperation 
program, the raw materials cooperation program, and under section 
10 (a) (3) of the present act may be invalidated because it does 
not preserve existing arrangements for communicating data to other 
nations. 

Secretary Duties. I wonder whether that criticism relates to the 
present draft of the bill? I thought that had been taken into account. 

Representative Horrrietp. Has that been changed by the staff? I 
am informed that that has been changed by the staff. 

Chairman Core. It follows subsection (a) of 144, which exempts 
agreements existing at the effective date of this act. 

Representative Horrrreip. Section 173 that Mr. Durham talked to 
you about, sir, if I understand the provision in it, it provides that the 
United States Government must pay to a United States citizen who 
has a patent compensation for any use of such patent by a foreign 
government as a result of the Government revealing to such foreign 
government restricted data containing patent informatien. 

This might be in the weapon field or it might be in a field where 
there was dual-purpose information which would apply to both 
weapon production and to domestic production. 

Chairman Coir. Excuse me. I do not want the impression created 
that there is any authority in here for our Government to give to any 
foreign government information with respect to weapons. 

Representative Hourrietp. I agree with the chairman that that is 
the purpose, but the chairman will remember the colloquy that I had 
with Mr. Mitchell, the attorney for the Commission, this morning, in 
which I pointed out that the word “solely” would restrict patents 
which were solely useful in a military purpose, but it left an area 
that might be disclosed where patents had a dual use, and it is to that 
point that I am addressing my remarks. 

Now if that view is sustained and we have asked for a legal opinion 
on that, sir, we are not sure yet, at least Mr. Mitchell, who is an attor- 
ney, could not answer the question, it would mean that an interna- 
tional arrangement, including treaties and cooperation agreements, 
‘vannot be entered into freely by the United States for the peace of 
the world without liability for damages to a private patent holder, 
private patent applicant in the atomic-energy field. That it my inter 
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pretation of that section, and it may be in error, but if that is the 
correct interpretation, sir, I ask you that if the United States should 

not reserve in the field of dealing with other nations in anything as 

important as the control of the application of atomic energy, special 
rights to utilize such patents without liability to the United States 
citizen patent holder? 

Secretary Duties. I would assume, of course, that where the United 
States itself licenses a patentee that it would reserve to itself the right 
to use that patented information without liability to the licensee ; that 
would be a question of negotiation with the licensee of the patent. 
If what you are dealing with is information which has been developed 
by a private individual under his own initiative and which he has 
patented, then that is property like any other property is, and I do 
not see why he should be deprived of that property any more than a 
piece of my land should be taken without compensation. 

Representative Hottrietp. With that exception, that under the 
present act the uranium is reserved to the Government in fee-title 
ownership, and of course if that is changed as this bill contemplates 
and it allows private individuals to own source material and to buy 
source material in other countries and utilize it, why, then we do have 
. problem, it seems to me, in this field. 

wae retary Duties. As I say, it quite often happens in the event 
of a national emergency or war where it becomes necessary to take 
property from people for a national purpose, but the general principle 
exists that where you use that right of eminent domain that that per- 
son is justified and entitled to just compensation, but I do not see 
why a difference should be made in this area than in any other except, 
as I say, 1 would assume that if it was a question of licensing some- 
thing to use a process that the United States itself had invented, 

then you would take proper precautions in your licensing agreement 
so as not to subject yourself to unnecessary costs. 

Chairman Core. I will call your attention, Mr. Secretary, to the 
fact that section 173 has to do with the disclosure of information 
which is patented or for which an application for patent has been 
submitted. Disclosure of that information to a foreign government. 
If that were done without section 173 the owner of the patent or the 
applicant for a patent would be helpless, and it is only to protect 
that aspect of his rights that we put in this provision. 

Secretary Duties. Yes. 

Representative Hotirievp. If that information which is patentable, 
which is in the patent or for which an application has been made, is 
used in a foreign country by a private operator, then the laws of na- 
tions and the treaties between nations afford a remedy for the patent 
owner, but that is not true with respect to a government; you cannot 
sue a foreign government. 

So in order to give him relief in that situation we say that our 
Government is the one that will be liable. 

Chairman Coir. Senator Anderson ? 

Senator Anperson. I was listening to this discussion, Mr. Secre- 
tary, about international arrangements and international agreements, 
and so forth. The 1946 Atomic Energy Act contains the essence of 
what we debated here many weeks in the Senate in the Bricker amend- 
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ment, in that it provides that executive agreements in the international 
area which deal with atomic matters are not binding unless approved 
by a majority of both Houses. 

So this new provision is not drastically different, is it? 

Secretary Duties. No, sir. 

Senator Anperson. Pretty much the same sort of thing. I have 
very few questions. 

I was interested on page 2 of your statement in the fourth para- 
eraph about halfway through it where you say 

Here at home we are searching for interim techniques to permit peacetime 
uses of atomic energy to go forward until we find a solution to the armaments 
problem. We cannot any longer adhere to the theory that knowledge, because 
it is capable of use for destruction, must be denied for uses of construction. 

Is it your thought that information relevant to the production of 
nuclear power will be transmitted to this international agency / 

Secretary Duties. Yes, I think it probably would be. 

Senator Anperson. I am pleased to have that answer because I think 
if only the raw material was given to an international pool the people 
who got it would be 10 years behind the rest of the world, and the 
other countries would be far head of them so that after a while the 
international pool would not be very significant unless some informa- 
tion went along or some trained personnel went along. 

Secretary Dunes. I agree that that is the probable form it would 
take if we develop it along this line. 

Senator Anperson. Then individuals who have been involved in 
nuclear work in this country might be available to that sort of pool ? 

Secretary Duties. Yes, sit 

Senator ANperson. I would think it would be worthless on any other 
basis, and I was much interested in the proposal for it and in the rec- 
ommendations here for it. The Commission oe on page 55, is 
a little difficult and I will read all you need of it. [Reading:] 

The cooperation of other nations in the development of peaceful uses in atomic 
energy will require the communication of some restricted data and will also 
require making available limited quantities of special materials under condi- 
tions designed to assure that these materials will not be converted to military 
uses, 

It did not have anything to do with the legislation that is proposed. 
I am merely quoting that to say that it is pretty hard sometimes to 
decide whether there are military uses in these reactors or not, and 
probably we would have to go ahead with information and some know]- 
edge regardless of whether it had a nonmilitary use. 

I am thinking principally of the fact, going back to another period 
of history, the rayon plants bag ve were developed in Germany by 
Hitler were developed probably because they had military value as 
well as peacetime value, and once the war came on he could convert 
them very quickly. 

These plants that might be developed for peacetime purposes, 
developing reactors, since the process is much the same might be for 
military use, but it would be your idea, would it not, that we should go 
ahead trying to develop peacetime uses even though there would be 
an instance where a byproduct would have a military application ? 

Secretary Duties. The knowledge in this field is developing in so 
much of the world that I do not think that we can effectively try to 
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set up a dam against the flow of information, and if we try to do it we 
will only dam our own influence and others will move into the field 
with the bargaining power that that involves. 

Information seeps out in ways that are almost impossible to define, 
impossible to control, and I think it is necessary to take some chances. 
If you try to be 100 percent sure that nothing that you do will have 
possibly any information the results will be to stifle your own capacity 
to exert a ‘helpful influence, and in the process to help your own 
country. 

So that I would believe that while that test is an admirable one to 
have in mind, one cannot be absolutely certain that you are complying 
with it 100 percent in every case and still retaining a capacity to de 
anything at all. 

Senator AnpERson. I do not intend to take the time of the com- 
mittee with questions, Mr. Secretary. I was just concerned over 
many people who believe that the international pool would consist 
only ‘of materials, and it seemed to me if it consisted only of materials, 
it was like giving a small child a bar of steel and saying, “Go ahead 
and make yourself a tricycle.” Unless he had the tools and the know- 
how, it would be very difficult, and it would be in this case here. I 
was happy to have your response. 

Chairman Corr. Mr. Price. 

Representative Price. Mr. Secretary, as I read your statement I 
find that you are in complete agreement with the international aspects 
of this legislation as it pertains to treaties. It has no recommenda- 
tion for any changes, language, or otherwise ? 

Secretary DULLEs. No. I regard that as entirely adequate. 

Representative Price. I do know, however, that in the military use 
in the international field, you do have some suggestions for modifi- 
cation on at least one phase, and that a in the information to be 
imparted to our allies and friends in NATO, for military use; is 
that correct? 

Secretary Duties. It is correct in this sense: In that respect I 
have to rely upon the advice primarily of our military advisers. I 
myself am not able to give a technical definition of the precise degree 
of information which it is necessary to give without involving the 
giving away of technical information about how to produce weapons. 
The art of telling people what a weapon is like, what it can do to 
others, what it can do to you, how you protect yourself, and at the 
same time not tell anybody how you produce the weapon, that un- 
doubtedly is a difficult task of definition. Our military advisers tell 
us that they think the language of the bill is somewhat too restrictive 
in that respect, and I express the hope that there could be an agree- 
ment between the committee and the military people, arrived at pre- 
sumably at executive or private discussion, which might go a little 
further to meet their views expressed to me that this is a little bit 
too restrictive. 

Representative Price. In setting up the plan for the defense of the 
free world have you not placed creat reliance on the use of atomic 
weapons by our friends and allies in NATO? 

Secretary Duties. We place very great reliance upon these weap- 
ons. In fact, we have to, because we know we are going to have to 
meet them, and if we did not have them ourselves and if our allies 
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know nothing about them, we would be at a tremendous disadvantage. 
The safety of what we call the free world, our own safety, depends 
upon the possession of these weapons in greater variety and greater 
power than a potential enemy, and I believe that not only our own 
military people but any of those upon whom we rely to be our allies 
should have a measure of information in this field. 

Representative Price. Is not a great deal of your feeling of urgency 
for enactment of this bill, partic ularly of this feature of ‘the bill, the 
foreign aspect of the bill, the international cooperation, addressed to 
the need for this information being disseminated to our allies in the 
use of tactical atomic weapons ¢ 

Secretary Dutixs. Yes, sir. I, myself, since I have held my present 
office, have attended three ministerial council meetings of NATO. I 
attended the last one in April of this year. I have found during those 
three meetings that I have attended a growing feeling of almost 
futility on their part unless they can get more information than they 
now have about tactical weapons. They know we have them and 
they know the enemy has them, and they stand in between with no 
knowledge at all at the present time; and it is extremely difficult to 
retain the morale of the NATO forces under the top command of 
General Gruenther under present conditions. 

Representative Price. It has placed our NATO people in a very 
difficult situation, has it not, in dealing with the allies in the defense 
setup ? 

Secretary Dutxes. It has. They tend to feel: What is the use of 
having any armies at all under present conditions, because they feel 
that they would be in a clash between two forces, each possessed of 
weapons which they know nothing about, either what to expect in 
the way of attack or to avoid the consequences of attack; in other 
words, to deal with the situation. If we should have to go another 
year without being able to impart more information than is now 
possible under the ‘Jaw, it would have a very deleterious effect upon 
the morale of the whole NATO forces. 

Representative Price. You say this particular phase of this bill is 
a very important section, or a very important item / 

Secretary Dutues. I do, indeed. 

Representative Price. And you are, from the information that you 
have had from the Defense Establishment, inclined, or are you in- 
clined to go along with their request for a modification of the exist- 
ing language in this bill? 

Secretary Duties. I do not know that I would necessarily go along 
altogether with their particular request. I am not quite sure just 
what their request is, but I do attach myself such weight to their 
judgment that when they tell me that they do not think ‘this is quite 
adequate, I accept that for myself, and TI reinforce the view, which 
no doubt they have expressed to you, that there should be an adequate 
disclosure which, however, should stop short of giving any informa- 
tion which, if it became avails able to an enemy, would increase his 
potentialities against us. Just how you draw the line, I am not 
ae re expert in this field to describe. However, knowing as 

I do at firsthand the feeling of the leaders of the allies who have 
contributed forces to this unified command re presentated by NATO, 
knowing that, and knowing the fact that our own military people 
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have a good judgment on that themselves, va they tell me that 
they do not think this is quite enough, that carries a great deal of 
weight with me, sufficiently so that I took the liberty of reinforcing 
their position, although I do not necessarily go along with any par- 
ticular formula which they may have presented, because I am not 
quite familiar with what they may have oe 

Representative Price. Th: ink you, Mr. Secret: ry. I think your 
position is pretty much in line with the Commission’s position. They 
also support the Defense Establishment, and have expressed the hope 
that there would be a little better solution to this problem than the 
legislation provides. Thank you. 

Chairman Coie. Mr. Secretary, Senator Hickenlooper has alluded 
to your next to the last paragraph, which to my mind sums up in a 
nutshell the viewpoint of the State Department in justification of the 
aspects of this bill relating to international use of atomic energy. 

[ have heard of no disagreement with the general purpose of sup- 
plying more weapons-use information to our NATO and other 
countries. When you refer in that first sentence in the next to the 
on paragraph to systems of the alliances in which the United States 
s a partner, I assume you are referring to alliances, the purpose of 

hich is to create a pattern of mutual defense ? 

ect iry Duties. Yes, sir. 

Chairman Cox. Those are the alliances you are referring to, mili- 
tary mutual defense alliances ? 

Secretary Duties. We have no alliances for offense. Is that what 
you meant ¢ 

Chairman Corr. No. We do have agreements with other coun- 
tries in various types of other intergovernmental activities. 

Secretary Duties. I am referring there to such military arrange- 
ments as we have primarily under the North Atlantic Treaty. Also 
it might be applicable to so-called ANZUS treaties with Australia 
and New Zealand, for example, and those are providing for mutual 
defense. 

Chairman Corr. The second sentence there, which says: 

Scientists and engineers of friendly nations are also waiting to see if America 
will be willing to open up some of its peacetime nuclear technology in return for 
raw materials and other advantages flowing to the United States 

has nothing to do with any agreements other than for the purchase and 
acquisition of those raw materials? 

Secretary Duties. That is correct. 

Chairman Coir. To my mind, that is a rather persuasive argument 
in support of adopting a bill of this sort at this time. There have been 
some foreign countries which have been most helpful and most coop- 
erative with us, with this country, in making possible our atomic- 
energy program through the making available of raw material. It is 
true they were paid for it. They were paid for it in money or in gold 
or in dollars, but, nevertheless, the spirit of their cooperation in 
making that material available to us at a time when it was needed, 
and to them under some difficult circumstane es, in my mind, at lea ast, 
entitles them to some consideration. 

However, to me, the most striking sentence of that paragraph is 
your last one, where you say: 
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Perhaps most significant of all, however, are the hundreds of millions of peo 
ple in the world who, having heard of the promise of atomic energy, wait eagerly 
to see if there are benefits in it for them in addit’on to the military shield which 
has held off the aggressive forces of Soviet communism for almost a decade 

It is my considered opinion that President Eisenhower's proposal 
to the United Nations, that never in all civilized history has any 
government, any nation, placed on the altar of peace an idea, an 
offering, which holds more promise to remove the scourge of war 
than does that proposal of President Eisenhower, and that is why | 
am personally very anxious to have some semblance of authority in 
this adopted by the Congress at this session, in the law, so that it will 
be an indication not only to you, or to the President, but to those 
hundreds of millions of people in the world that so far as this Govern- 
ment is concerned, and so far as the people in this country are con 
cerned, we are ready to help give them those things that the v need. 

However, would you think it wise that the Congress should enact 
the international aspect with respect to NATO or with respect to the 
President’s U. N. proposal, and do nothing about it at home, about 
making available atomic energy to the people of this country, such as 
is proposed i in the third aspect of this bill ? 

Secretary Duties. I did not mean to imply, Mr. Chairman, that 
I advocated adoption only of the foreign-policy aspects of this bill. 
All that I did mean to say was that the aspects of this bill which I 
have studied and am familiar with, and which I can appraise, are the 
foreign-policy aspects, which I regard as of transcendent importance. 
From that standpoint I would urge the committee in the strongest 
possible way that they should be enacted. 

I have no personal knowledge and I have no official responsibility 
with respect to the other aspects of the bill. There are other wit- 
nesses who can testify before you on those matters more effectively 
than I can, and more persuasively. I did not by any means intend 
to suggest that the bill should be separated and part ‘of it should be 
adopted and part of it should not. I just do not know about that at 
all. All I did want to say was that from my standpoint as to the 
conduct of the foreign affairs of the United States, it is of the utmost 
importance to get those provisions passed—I do not myself feel 
qualified to pass upon the other provisions, and undoubtedly other 
witnesses have made that point clear. 

Chairman Corr. I was sure that was your attitude. I was a bit 
apprehensive that the way you responded to questions might have 
been interpreted by some persons that your sole interest was in the 
international phases of the bill, and that you were not particularly 
interested in the domestic. 

Secretary Duties. You might put it the other way: That my offli- 
cial responsibility, and the capacity in which I am testifying before 
you today is in relation to the foreign-affairs aspects of the bill, and 
that is the reason why I put the emphasis upon matters wherein I 
have official responsibility and perhaps some qualification, but I did 
not intend in any way to cast any aspersions on the other provisions 
of the bill. 

Chairman Cote. Mr. Secretary, are you prepared to tell us the 
status of negotiations with other countries on the international-pool 
proposal referred to as the President’s proposal to the United Nations? 
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Secretary Duties. Would you put your question again? 

Chairman Coxe. w hat is the status of our negotiations? 

It was last December that the President made this, a great proposal, 
and now here it is 6 months later, and I wonder just where we stand 
on it. Are you prepared to discuss it openly? That is my first ques- 
tion. 

Secretary Duties. The United States has on its own behalf, and in 
consultation with friendly governments, who have a right to be con- 
sulted in this field, worked very intensively upon the implement: ition 
of the President’s proposal of last December 8. I have myself per- 
sonally carried a good deal of the burden of that negotiation. 

I had several interviews at Berlin with Mr. Molotov on the subject, 
and two further interviews with him at Geneva last month. There 
also have been considerable exchanges of data and the submission of a 
concrete plan for implementing the President’s proposal. 

The response has not been as rapid or as favorable as we would 
have hoped. I do not feel at liberty to discuss or disclose any details 
with reference to the negotiations, because the understanding upon 
which they were undertaken was that the negotiations would be 
private. We felt that there would be a better chance of success if a 
method of private negotiation were adopted. 

The point has not yet been reached where that seal of privacy can, 
I think, properly be broken. I can, however, I think, refer to the 
fact that the Soviet official agency had an article dealing with this 
matter on May 29, ate reflects publicly a viewpoint which I think 
it is reasonable to infer is a viewpoint attributable to the Government 
itself. It is customary that these Pravda articles do have an official 
or semiofficial standing, and the attitude which is reflected in that 
editorial is one which does not offer much encouragemenet for ac- 
ceptance of the President’s proposal at this time. 

The negotiations are still going on. The United States, for its 
associates in this matter, is about to make a reply to the note which 
Mr. Molotov gave me in Geneva at the first of our two meetings. The 
second one was one in which I was asking him certain questions, to 
develop more fully the understanding of just what was intended by 
the Soviet note. A reply is about to go forward, so negotiations have 
not yet been broken off, but I think it is fair to look to the Pravda 
article as a sort of barometer of the state of the negotiations, and, if 
you use that as a barometer, you would conclude that the negotiations 
are, if not at zero, approaching a low degree. 

Chairman Coreg. I judge the nub of that is then that you still have 
hopes, but the prospects are not bright ? 

Secretary Duties. That would be a fair statement, I think. 

Chairman Cotr. Another question, if it is a fair one. Has it been 
decided, anticipating that the negotiations with Russia may eventually 
result in nothing, to go ahead without Russia? Have you crossed 
that bridge yet, ‘with respect to the international pool for the use of 
nonmilitary atomic energy ? 

Secretary Duties. I could not say that there has been as yet any 
final decision on that matter, because we do not expect to make a final 
decision until after the negotiations for the inclusion of the Soviet 
Union have come to a conclusion, either affirmatively or negatively, 
but I can say that a very serious and sympathetic consideration would 
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be given to trying to move ahead, even if the Soviet Union does not 
participate. 

Chairman Coir. Allow me to give you some gratuitous counsel by 
way of expressing my own personal viewpoint. To me it is unthink- 
able that the failure of Russia to join in this great concept would 
result in the failure of doing anything about it, and that if Russia 
does not want to go in, then “by all means we should be ready to co- 
operate with any other countries in the world who may want to go in, 
because the offer, the promise, the goal, has so much that it is unthink- 
able that one nation would stand in the way and block it and prevent 
those hundreds of millions of people to whom you have referred, from 
getting those things that can be had from the peacetime use of atomic 
energy. 

Secretary Duties. Mr. Chairman, your counsel falls on very sym- 
pathetic ears. 

Chairman Corr. Senator Bricker, do you have some questions 4 

Senator Brioxer. No. I just came in. 

Chairman Core. Thank you very, very much, Mr. Secretary. I am 
sorry we have detained you so long, but, as you realize, this is a very 
important and vital subject matter. 

Our next witness is a representative of the Justice Department, Mr. 
Rankin. 

Mr. Rankin, we welcome you here to the committee. You have ap- 
peared before us. For the moment I was trying to collect my 
thoughts. My memory indicates that you appeared before the com- 
mittee in executive session and now you are appearing for the first 
time in open session. 


STATEMENT OF J. LEE RANKIN, ASSISTANT ATTORNEY GENERAL, 
OFFICE OF LEGAL COUNSEL, DEPARTMENT OF JUSTICE, ACCOM- 
PANIED BY NATHAN SIEGEL, OFFICE OF LEGAL COUNSEL, 
DEPARTMENT OF JUSTICE 


Mr. RaAnkKIN. That is correct. 

Chairman Corr. We would be happy to hear you, Mr. Rankin. Let 
me initially indicate the appreciation of the committee for the coop- 
eration that you have extended to members of the staff in making the 
revisions of the act in which the Justice Department is interested. 

Mr. Ranxin. Mr. Chairman and members of the committee, I would 
like to say that since our meeting in executive session our staff in the 
Justice Department worked with your staff and I think have resolved 
many of the problems that we had at that time, so we have now reduced 
our suggestions to the committee to a considerably fewer number and 
many of the suggestions have been incorporated in the committee 
print of May 21, 1954. 

If I may, I will proceed with just those differences that we have 
left. 

Chairman Cote. Very well. Proceed. 

Mr. Rankin. Section 11 (a), page 5, defines “agency of the United 
States” to include not only ‘the executive and legislative branches of 
the Government and their agencies or branches, but also the “Judicial 
branch of the United States, or any office, agency, committee, com- 
mission, or other establishment in the judicial branch.” 
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ployee of “an agency of the United States” who communicates any 
restricted data, knowing or having reason to believe it to be such, to 
any person not authorized to receive it. 

Conceivably, a Federal judge could fall into the eategory of being 
an employee of the judicial branch. Should he in the course of a crim- 
inal or civil trial involving a claim of restricted data, place it in the 
hands of a clerk of the court or other court employee for safekeeping, 
or should he overrule the claim of restricted data and make it available 
to opposing counsel or take any other step necessary respecting it 
during trial of the action contrary to the provisions of this bill he 
might be subject to its criminal sanction. 

If this is possible unde ra fair construction of the definition “agency 
of the United States” then this provision may be invalid as encroach- 
ing upon the jurisdiction of the Federal judiciary. 

To avoid such questions it would be desirable to except Federal 
judges from the words on page 5, lines 17 to 19, as follows: 


Section 227 imposes a criminal penalty up to $2,500 upon any em- 


or the judicial branch of the United States, or any office, agency, committee, com- 
mission or other establishment in the judicial branch. 

We have the same reservation respecting any employees of the 
judicial branch acting pursuant to directions of the court. 

Chairman Cote. I wonder if it would be agreeable with the com- 
mittee, since the matter of presentation by Mr. Rankin is criticism of 
sections, that we discuss that section before we move on to another? 

Senator Anperson. We would appreciate that very much, Mr. 
Chairman. 

I just wanted to break in right there and ask if you really think 
that anybody would try to take action against a Federal judge because 
in the course of his duty he did not handle this restricted data quite 
correctly ? 

I am reminded of a time when I was State treasurer and we were in 
the midst of a financial situation in 1933 that was a little difficult and 
you could not follow the exact provisions of the constitution and the 
banking laws of the State. 

I asked a lawyer what would happen to me if I used undue and un- 
usual methods to protect the money of the State. 

His answer was “as long as you _person: ally do not steal the money 
I do not believe you will go to jail.” 

Do you honestly believe that a Federal judge would be bothered 
by this or do you really believe it ? 

Mr. Ranxtn. Our position is that if you do not mean it that way you 
should not say it that way. 

Senator ANDERSON. Do we say it that way? 

Mr. Rankin. We think you do. 

Senator Hickentoorer. I might suggest it would be entirely con- 
ceivable that if a Federal judge : acted contrary to the prohibitions of 
the law, while they might not assault him or try to prosecute him, 
yet it might have a material effect on any appeal of that case. 

I mean his violation or failure to observe the terms of the law which 
are prescribed. 

[ agree with Senator Anderson in that I do not think anybody would 
be prosecuting any Federal judge if he acted in good faith, but there 
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might be a technical situation on appeal that could arise there that 
could affect the outcome of the litigation. 

Chairman Coxe. The trouble with your recommendation for accept- 
ing a Federal judge is in order to m: ike it possible for him to exercise 
his official judicial responsibilities. you make it also possible for him 
to whisper it over the back fence, and you do not want that to happen. 

Mr. Rankin. I appreciate the desire of the bill, of course, is to 
avoid the disclosure of the information, but I think there is the prob- 
lem of the separation of powers of the branches and an effort to con- 
trol the judicial discretion of the judge within the area that is de- 
scribed by the bill. 

Chairman Coir. Very well. Thank you for that criticism. 

Senator Bricker. Is it not covered by the clause “to any person not 
authorized to receive it” ? 

You mention here that a clerk could be given restricted data. He 
certainly is authorized to receive it under the order of the judge, but 
he cannot make it public to anybody else because no one else would be 
authorized to receive it. 

Chairman Corr. That is a very good point that Senator Bricker has 
raised, sufficiently so that I think we can move on to your next 
criticism. 

Mr. Rankin. Next is section 11 (n), on page 7. That defines “per- 
son” to include among other things— 
any foreign government or nation or any political subdivision of any such gov- 
ernment or nation, or other entity. 

If it is intended to include in the definition of “person,” any of the 
48 States or their political subdivisions, appropr iste language should 
be used for that purpose. 

There may be times when in the great national interest, it will be 
desirable to subject the States to the provisions of the act of regula- 
tions. The contention frequently raised that the proposed action of 
the State cannot be controlled by a Federal st: — could more readily 
be overcome with apt language. (See e. g., Case v. Bowles, 327 U.S. 
92; Testa v. Katt, 330 U.S. 386.) 

Chairman Corr. The Federal courts have held that where a statute 
refers to a foreign government, nation, or political subdivision and 
winds up with that final expression “or other entity” that might also 
include one of the subdivisions of the Federal Government ? 

Mr. Rann. It is open to that construction. 

Chairman Corr. Because of the use of “or other entity”? 

Mr. Ranxrn. Yes. 

Chairman Cotz. Of course what is meant in the usual judicial inter- 
pretation is that other entity of a type similar to a political sub- 
division of a foreign government. 

Mr. Ranxrn. And there are some cases in which they have referred 
to a foreign government as being a state government. 

Chairman Corr. At any rate, there is no doubt in your mind that 
State governments are not included in that reference to any foreign 
gover nment or nation. 

At least there is not in mine. 

Mr. Ranxrn. I assume that the purpose of the Congress was to 
exclude them. 
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Chairman Coe (reading) : 

Or any other foreign governmental entity. 
Would that correct it? 

Mr. Rankin. I would like to try to agree with you. 

Chairman Core. All right. 

Move to your next section. 

Mr. Rankin. Section 53 (e) (8), page 28 provides that each license 
issued pursuant to this section for possession of and distribution of 
special nuclear material within the United States shall contain among 
others, the condition that the applicant will hold the United States 
and the Commission harmless from any damages resulting from the 
use of special nuclear material. 

There may be circumstances under which in the interests of common 
defense and security the Commission may want to waive this condi- 
tion. To permit such waiver without violation of the act, it is sug- 
gested that there be added the words “Except where action is taken 
as provided by section 162,” prior to the words “the applicant” on 
line 12, page 28. 

Chairman Coir. What is section 162? 

Mr. Rankin. That is the Presidential discretion to make a waiver 
that was commented on before. 

Representative Hotirrenp. What would the scope of that be, sir, if 
the words you have suggested were put in? 

That would allow the President to exempt any specific action of 
the Commission in a particular matter from the provisions of law 
relating to contracts whenever he determines that such action is essen- 
tial in the interests of common defense and security. 

How broad is the phrase “in the interest of common defense and 
security”? The word “security” there is pretty broad. 

Mr. Ranxrn. The “interest of common defense” is very broad, too, 
according to court definitions. 

Preparation for war in peacetime is in the common defense and 
there is a very wide range in the courts. 

Chairman Corer. It does not include considerations of national 
health and safety ? 

Mr. Rankin. No. 

Chairman Core. That is not included in the concept of common 
defense / 

Mr. Rankin. That is right. 

Representative Ho.irirecp. Page 28, line 12 is where you would put 
the words? 

Mr. Ranxrn. Yes. 

Representative Hoxtrrevp. I see. 

Chairman Coxe. I judge that your thought is that it might be pos- 
sible under unusual circumstances where considerations of common 
defense and security are involved for the President to waive this pro- 
Vision requiring the applicant to render the United States harmless 
for any damages resulting from its operation ¢ 

Mr. Rankin. Yes, and that might be desirable and we want to call 
it to your attention. 

Chairman Coxe. That, for the moment at least, is a very good sug- 
gestion, I think. 
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Mr. Rankin. Section 103 (c), page 41. In connection with the 
term of licenses granted by the Commission under section 103 of the 
committee print, it would be more consistent from an antitrust porn 
of view, if licenses were not granted for periods as long as 40 years. 
A period not in excess of 25 years would appear to be adequate to 
protect the licensee’s interest and investment. 

I might say, and this is not included in our draft here, that we see 
no magic in the figure of 25 years, but we think that 40 years is a long 
time in this particular fel i to grant the license and that some shorter 
period should be decided as a matter of policy by the Congress in order 
to protect the antitrust features. 

Representative Ho.trietp. Of course, 25 years is a long time, too, in 
this particular technology because it is advancing so rapidly, and the 
testimony of the Commission before us in their statement clearly indi- 
cated that there would be a limited number of applicants in the next 
10 years. 

Therefore, even 25 years is long, but, you see, the committee is also 
faced with the problem of conventional financing of these reactors in 
the utility fields and that usually runs from 40 to 50 years, we have been 
told. 

Mr. Rankin. We recognized that and that is why we arbitrarily 
selected: 25 years as a period longer than the 17 years ordinarily 
granted under patents which would take into account the problems of 
the large sums involved and the desirability of trying to get the interest 
of private contractors in this field. 

Representative Hoxirreip. The staff just gave me a notation that 
Federal power licenses are as long as 50 years. 

Mr. Rankin. We know that; yes. 

Representative Houirietp. Of course, that is in an established field 
and we have a different problem here. 

Chairman Cote. Proceed, to your next one, Mr. Rankin. 

Mr. RankKIN. Section 105, page 44. The antitrust provisions are not 
favored because of the absence of any requirement that the Commission 
consult and advise with the Attorney General with respect to (1) 
fostering the development of a competitive private atomic energy in- 
dustry generally, and (2) antitrust problems that may be involved in 
the issuance of licenses by the Commission in particular. 

Chairman Core. Does your next paragraph there go into a new 
subject ? 

Mr. Rankin. No; that is part of the antitrust problem. 

Section 7 (c) of the present act gives the Commission authority to 
refuse a license where the Commission, in consultation with the At- 
torney General, determines that— 
activities under any license might serve to maintain or to foster the growth of 
monopoly, restraint of trade, unlawful competition, or other trade position in- 
imical to the entry of new, freely competitive enterprises in the field. 

Section 7 (c) of the act also requires the Commission to report 
prompily to the Attorney General any information it may have with 
respect to any utilization of fissionable material or atomic energy 
which appears to have these results. 

Except for the requirement of section 105 (b) of the committee 
print that the Commission report to the Attorney General information 
which appears to violate or tend toward the violation of the “anti- 
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trust” laws, neither of the protective provisions contained in present 
section 7 is incorporated in the committee print in its present form. 

In view of the potential significance to the economy of this Nation 
that will necessarily be brought about by the transition from a publicly 
owned and operated, to a privately owned and operated, atomic energy 
industry, every effort should be made in the early stages of this tran- 
sition period to insure that there will be created an economic environ- 
ment wherein competition may reasonably be expected to flourish un- 
inhibited by restraint of trade or monopoly. 

An important instrument in creating such an environment is the 
authority to select licensees for the manufacture, production, transfer, 
acquisition, and so forth, of any utilization or production facility in 
the field of atomic energy. 

As presently drafted, the committee print authorizes the Commis- 
sion to select such licensees, but does not include among its criteria for 
the issuance of such licenses, antitrust considerations. For this reason, 
it is suggested that the committee print be amended to require the 
Commission to inform the Attorney General of all licenses proposed 
to be issued by that body for such purposes and to request his advice 
as to the effect the granting of such licenses may have upon our com- 
petitive economy in relation to the antitrust laws. 

The standards and requirements set forth in section 207 of the Fed- 
eral Property and Administrative Services Act of 1946, as amended, 
in our view, would be appropriate to accomplish this purpose. 

Since the standard set forth in section 207, i. e., consistency with the 
antitrust laws, has proven to be a workable and reasonable standard 
for application in the administration of Federal property disposals, 
its use would appear logical and sound in the licensing activities of 
the Commission in the field of atomic energy. 

Moreover, this standard would tend to provide in the early stages 
of private participation in this field a desirable antitrust safeguard 
which, by its terms, although not controlling, would nev vertheless be 
a very persuasive factor in fostering the development of a competitive 
private atomic energy industry. 

Section 105 (b) would require the Commission to report promptly 
to the Attorney General any information it may have with respect to 
any utilization of fissionable material or atomic energy which appears 
to violate or tend toward the violation of any of the antitrust laws 
as set forth in section 105 (a). 

Although this provision would appear to have a purpose similar to 
the one presently found in section 7 (c) of the act, it is not as broad 
in coverage as that subsection. Moreover, as presently drafted sec- 
tion 105 (b) of the committee print would appear to require a greater 
degree of expertise in the field of antitrust on the part of the Com- 
mission to make such determination than that agency may reasonably 
be expected to possess. 

Senator Bricker. That is a new word, “expertise.” 

Mr. Rankin. It is used in the Government, I have found, quite 
generally. 

Chairman Core. Now that you have said that, will you tell me what 
it means, 

Mr. Ranxrn. It is special knowledge in a special field, I think. It 
is something like being an expert, I guess. 
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Senator Bricker. Why would the not use “expert knowledge,” do 
you think? 

Mr. Ranxrn. I think it would be a synonym. 

Chairman Cour. Since at the opening of your appearance I indi- 
cated my appreciation to you for your cooperation with the sts aff of 
the committee in working over the bill and particularly with respect 
to the antitrust provisions, and it was on the basis or as a result of 
those collaborations that the revision was reissued—it was not rein- 
troduced, but was made—lI do not understand why these suggestions 
you now make regarding antitrust provisions, all of which seem per- 
fectly proper to me, were not included at the time that you were 
working together. 

Mr. Rankin. I understood that they were and I thought they were 
rejected. 

Mr. Siegel is with me. 

Mr. Srecex. I think what happened is that they were working under 
such pressure. Because of the short time that was allotted to them 
that they unfortunately did not reach this point. On reexamination 
of what had been proposed they though that this was something that 
ought to be brought to the attention of the committee. For this reason 
it is being brought to your attention at this time. 

Chairman Corr. Then it should be known that the omission of those 
suggestions was not by design, but, rather, because of the pressure of 
circumstances ¢ 

Mr. Srecex. Yes, sir. 

Chairman Core. And would eventually have been brought out as 
they have been brought out this afternoon by your pointing them out 
to us again. 

Mr. Ranxrn. Mr. Chairman, I think some member of your staff was 
shaking his head. 

Chairman Core. No; let the record show he is not shaking his head. 

Mr. Allardice tells me that it was the purpose of the people on his 
staff to cooperate 99.4 pereent with the Justice Department, and more 
particularly the Antitrust Division of the Justice Department, and if 
there was anything omitted there, it was by oversight rather than 
intent. 

Representative Hotrrretp. I would like to say that the omission 
of this type of language has caused me a great many sleepless hours, 
too, studying this bill. If it had been suggested earlier, I think it 
would have allay ed some of my fears. 

Chairman Core. Let us all fervently hope that since it is going to 
be back in, your fears will be completely allayed. 

Mr. Ranxrn. I would like to have the record show as far as the 
Department of Justice is concerned that this was not brought to the 
attention of the staff in sufficient time in detail that they could incor- 

orate it in the print and [I now understand it was not rejected, but 
rt was suggested that we develop it here so that it could be properly 
incorporated. 

Senator Bricker. Will you suggest some way in which you feel 
that the licensee could utilize the material or the patents in violation 
of the antitrust laws? 

Mr. Ranxin. Weare bringing cases, and the Department of Justice, 
before this administration’s time, has brought many cases that in- 
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volve misuse of patents and a violation of the antitrust laws in con- 
nection with them, if that answers your question. 

Senator Bricker. No. 

I just want to know an instance, a kind of violation that you would 
anticipate in this field, where it is the utilization of Government 
fissionable material, where it is operating under a license system 
which is open to everyone, how you anticipate or in what way you 
anticipate violation of the antitrust laws. 

Mr. Rankin. What we have in mind with this suggestion is that 
the selection of licensees could be done without regard to the antitrust 
problem and the concentration that might result from such a selection. 

Senator Bricker. In that case, then, it would be the Atomic Energy 
Commission that would be violating the antitrust laws, would it not ? 

Mr. Rankin. We cannot proceed against them. 

Senator Bricker. That is what I am getting at. 

Do you not have a fear here that it would have to be brought about 
by a Government agency. Are we going to sit here and say that the 

Atomic Energy Commission by granting licenses has put a grantee in 
a position of violating antitrust laws? 

Mr. Ranxrn. We might have a great deal of difficulty in trying to 
enforce the laws if the Commission decided upon such a pattern and 
granted licenses on that basis. 

Senator Bricker. I am trying to get again a practical instance. 

Suppose you have a license in Pittsburgh, | say a license in Philadel- 
phia, a license in New York, and a license in Buffalo. 

Do you think that those licensees accepting their responsibilities in 
building a plan and serving those local communities—and that is 
what it is as far as we can anticipate, just as a powerplant serves the 
local community—would violate the antitrust laws in a situation of 
that kind? 

Do you anticipate a violation of the antitrust laws in that situation ? 

Mr. Ranxtn. No; that is not the kind of problem that it would 
probably be. 

Say, that it was seen fit to grant all the licenses to the General Elec- 
tric Co., and that is just a name I am picking, I wish to have it under- 
stood—— 

Senator Bricker. Use the Pittsburgh Co. because they are already 
anticipating that one. 

Mr. Ranxrn. Yes. And 1 or 2 or 3 of the large electrical producers 
of the country who have had considerable experience in this atomic 
energy field anyway by operating plants on behalf of the Govern- 
ment—— 

Senator Bricker. They have none as far as I know, only in the 
service of electrical energy. 

Mr. Ranxin. That is r right, but in the atomic-energy processes they 
have considerable knowledge and experience. If you would take 2 
or 3 of those large companies and give the licenses to them you would 
have a tendency “to build up a concentration of the experience in this 
field that would give them a great advantage. 

Senator Bricker, However, there are others depending for their 
activity upon the action of the Atomic Energy Commission through 
the licenses, through the utilization of the patents, and otherwise. Tf 
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they patent something themselves in accordance with the law, and if 
that patent be granted to others under a reasonable fee-system, it is 
just hard for me to conceive how you are going to have a violation of 
the antitrust laws as long as the Government controls, first, the source 
material, the fuel material, second, has complete control of the licenses, 
and it is very difficult for me to see how you would ever get a jury to 
convict anybody of violating the antitrust laws if the Government 
authorized them to do what the y are doing in the first place. 

I may not encompass this whole field, but it is very difficult for me to 
see where the antitrust laws might be violated as long as you have two 
companies. 

I remember one time when the Attorney General was going to prose- 
cute a dual-op under the antitrust laws. They later reversed his judg- 
ment on it, but when you have local communities here as we antici- 
pate, and we do not anticipate anything else at the present time, 
except for the conversion of this power or energy into electrical energy 
for the service of the public in a public utility way, I just cannot con- 
ceive of a situation where you would not have complete control 
through a Government agency. 

Of course, that agency does not violate the antitrust law itself and 
it could not be prosec uted, as you say. 

If a private enterprise is operating through a license by the Gov- 
ernment which is utterly controlled I do not see how you would ever 
get a conviction of any private industry. 

Mr. Rankin. We are not trying to deal with a conviction. We are 
trying to avoid reaching that point by our suggestions. 

Senator Bricker. Yes; but what are you going to prevent by this 
section if it is adopted just as you say ? 

What situation are you going to prevent ? 

Mr. Rankin. We would like to prevent the concentration of 
monopoly. 

Senator Bricker. Let us just say in the law then that the Atomic 
Energy Commission shall not grant licenses or utilization of patents 
in such a way as to amount to a concentration of this utilization in 
a territory of the country, in a section of the country, or otherwise, 
if that is what we are getting at. 

We are not reaching it by this. I think this is utterly ineffective 
to carry out what you are trying to do. 

Mr. Rankin. We feel the Commission should have the power to 
grant the licenses and the Department of Justice has no proper fune- 
tion in deciding who should get a license. 

Senator Bricker. I think that is right. 

Mr. Rankin. However, we do feel that the Attorney General should 
advise the Commission concerning the antitrust aspects regarding 
licenses and they should be guided by that advice so as to prevent 
monopoly and concentration in violation of the antitrust laws which 
they might not anticipate otherwise. 

Senator Bricker. Take, for instance, in Pittsburgh, the Duquesne 
Co. 

They are distributing power in Pittsburgh, under a franchise. 
They do not have any franchise to distribute power in Buffalo or in 
Philadelphia or in New York City. 
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Mr. Rankin. No; but the Commission could give them the fran- 
chise for all of those points. 

Senator Bricker. They could not get into them. There is no way 
they could get in. How? 

Mr. Rankin. They could go in there and build their plants. 

Senator Bricker. They would have to have a franchise from the 
city before they did. 

Mr. Ranxry. That is right. 

Senator Bricker. Do you think the city and the Atomie Energy 
Commission are going to enter into a collaboration to violate the anti- 
trust laws? 

That just does not make sense to me. 

I may be off base on it, but that is my approach to it. 

Chairman Cox. It should be indicated there are a number of types 
of licenses besides a license to generate electricity. 

There are all manner of licenses that are contemplated by this pro- 
vision and it is conceivable that a licensee in this type of activity not 
treated as a public utility could by acquisition of -—— 

Senator Bricker. What fields are those? 

Chairman Coir. Chemical processes, fabrication of material, 
working it. 

I do not know what they all are, but I know there are a lot. 

Senator Bricker. A lot of them are being used at the present time. 
We have a company in our own city that is s engaged i in the testing of 
the thickness of certain materials wholly by atomic processes 

They do not have any monopoly on this. The Commission can 
grant that same right to anybody else. They have a patent on a proc- 
ess, but they get their source material and that could be cut off im- 
mediately by the Atomic Energy Commission if ever there were a pub- 
lic interest involved in it. 

Mr. Rankin. I recognize the Commission could cut it off, but we 
would like to avoid having that happen by having the plan of licensing 
one which would not violate the antitrust laws. 

We think that by consultation with the Attorney General and get- 
ting advice on the antitrust aspects of the licensing the Commission 
would be advised and would so license as to protect the countr y. 

Senator Bricker. For instance, under the law, the Atomic ‘Energy 
Commission cannot grant a single license to one company. 

They are required to treat all alike here under similar circumstances 
as long as there is no limitation on the source material. 

Mr. Rankin. I think that you would find that under the bill as pro- 
posed it would be rather easy to imagine cases where they develop the 
use of atomic energy in automobile engines, and there are only two or 
three of the companies that have the monopoly to do it in the early 
stages. 

Those are the only ones that are licensed and they soon build up the 
power that no other motor company can deal with. 

Senator Bricker. Would you want to prevent them from using 
that ? 

Mr. Ranxrn. No, but I would like to see as much spread as possible. 

Senator Bricker. If you give to General Motors under this law, you 
will have to give it to Chrysler and to Ford, also. 

You cannot restrict it. 
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Mr. RANKIN. I think the Commission has the power to make the 
choice in licensing. 

Senator Bricker. Under certain conditions, if I am not mistaken, 
you have to treat all alike. In this law you have to treat all comers 
in the same way. 

I am not concerned about this antitrust section because it is wholly 
within the power of Government and I do not want to see the Govern- 
ment put in the position, as once in oil cases, of doing some thing and 
then prosecuting the ones they grant the authority to. I think it is 
absurd. 

Mr. Ranxtn. I think that is right and that is what this suggestion 
deals with. 

Senator Bricker. Why do we not just put it in the law, then? 
Instead of amending the antitrust sections or dealing with them just 
to say the Commission shall do thus and so, that they cannot concen- 
trate, as this act itself says, ip any one individual. 

Mr. Rankin. Then the question is: What do all those words meat 
with regard to the interpretation of the courts? 

Senator Bricker. That is what 1 wonder about this. They mean 
exactly what they say. They are very clear and they were drafted 
with the idea of treating all alike. 

The Commission is under compulsion from Congress to do that and 
I just want us not to be put in the inconsistent position of saying that 
the Commission can do something for the people of this country and 
then the licensee be prosecuted for doing what the Commission author- 
ized him to do. I think we would make ourselves look kind of silly 
to do that. 

Mr. Rankin. The proposal does not do that. 

Senator Bricker. If there is a situation where you are going to 
prosecute licensees for violating the antitrust laws, then the Commis- 
sion is responsible for the very situation itself. T hat is the situation 
we find ourselves in. 

Mr. Rankin. That is what you already have in the bill. 

Senator Bricker. Yes; preventing that. 

Mr. Rankin. However, the P roposal we make is that we have the 
Commission consult with the Attorney General before the licenses are 
made so as to avoid that problem arising. 

Senator Bricker. I have no objection to that, of course. All it does 
is say that the Attorney General shall help the Commission make up 
its mind. That is not important one way or another. 

Mr. Rankin. That is all we suggest. 

Senator Bricker. I think the Commission is made up of reasonable 
men, whether they have an expertise or not, and are not going into 
this situation where they favor one great monopoly. 

They could all be ousted by Congress for doing it. It would be 
violating not only the spirit of it but violating absolutely the law. 

Representative Hotirmtp. I think what the gentleman is saying is 
completely in line with the language which has been inserted in many 
of the acts containing other agencies of Government. 

Mr. Rank. That is right. 

Representative Horirterp. I am thinking of section 207 of the Fed- 
eral Property and Administrative Services Act, where the sale of 
property amounting to $1 million or more, or patents, processes, irre- 
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spective of cost. It is their duty to seek advice of the Attorney 
General. 

It shall be the duty of the Attorney General to advise the executive 
agency if the proposed disposition of the property would tend to create 
or maintain a situation inconsistent with the antitrust laws, and the 
Federal Power Commission, I notice, is also given like admonition, 
and the granting of licenses by the Federal Communications Commis- 
sion and the Civil Aeronautics Bureau. 

All of these agencies have similar preventive language which seeks 
to prevent the formation of a pattern, and you would have to resort 
to the antitrust laws if it did form. That is in effect what the gentle- 
man is recommending, is it not? To follow out a consistent practice 
that is carried out in many other basic laws dealing with the issuance 
of licenses, or franchises, or particular favors to corporations or indi- 
viduals? 

Mr. Rankin. That is correct. 

Chairman Coir. You were on page 6. I think we understand. It 
will be adjusted. 

Mr. Ranxry. Section 108, page 46, provides that— 
whenever, by a concurrent resolution, the Congress declares that a state of war 
or national emergency exists— 
the Commission may suspend licenses and recapture special nuclear 
material. It is suggested that the limiting words “by a concurrent 
resolution” be deleted. 

Chairman Coie. How else can Congress express itself? By tele- 
gram ¢ 

Mr. Rankry. By a joint resolution. A declaration of war has 
always been by a joint resolution. 

Chairman Corr. Your understanding is wrong. 

Mr. Rank. That is the way we read the histor y of it. The Con- 
stitution provides for it as a declaration of war by the Congress, and it 
has been participated in in the past by the President. That is the only 
distinction we are ealling attention to. 

It should also be noted that the language used would not permit 
the action to be taken in event of declaration by the President that 
a national emergency exists. Possibly this has been considered, but 
many times a declaration of this kind has been made by the President 
rather than by Congress. We wish to call attention that the present 
language forecloses action under this section where a national emer- 
gency is declared by the President. 

Section 142, page 50: This section is entitled “Classification and 
Declassific ation of Restricted Data,” and provides in part that the 
Atomic Energy Commission shall issue classification guides, setting 
forth items, types of areas of information, which shall be classified 
as restricted data and that the Commission may delegate the authority 
to classify information as restricted data in ac cordance with these 
guides. In the event of prosecution under the enforcement provisions 
of the act, it would appear necessary for the Government to establish 
that the material in question has been classified by an official to whom 
the authority to classify had been properly delegated. In addition, by 
defense subpena, the Government may be forced to produce these 
guides, which in some cases would be classified themselves, in open 
court, or face dismissal of the case. 
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Representative Houirievp. On that point, is it possible to produce 
restricted data in camera ¢ 

Mr. Rankin. That question has been worked on at some length by 
the courts, in recent months, and in the last year or so. There has not 
been any definite resolution by the higher courts regarding it. 

Chairman Corr. Is that because of the absence of any express lan 
guage in the statute permitting it, or because of some constitutional 
barrier ? 

Mr. Rankin. It is a combination of (1) that there is not sufficient 
language in the statutes in some cases, and there is also a problem in 
regard to disclosure in camera, that has later been revealed in very 
sensitive area, in such matters, that people in the Defense Department 
are unwilling to have such a disclosure made in camera, even to the 
extent of preferring the action be dismissed. 

Chairman Core. If the reason why it is not impossible for the use 
of information in camera—restricted data in camera—is because of 
an absence of a statute, 1 wish you would charge yourself to fix up 
language so that it can be done. The decision of some agency of gov- 
ernment, of whether to even go that far is one thing, but that does not 
concern the Congress. I do think that we should have the machinery 
in shape so that if any agency of government wants to release the 
control of this restricted data, to the narrow extent of having it 
divulged within a courtroom, to have the responsibility of deciding 
the issue, we should have language in there to permit it. 

Would you help us to do that? 

Mr. Rankin. Yes. I want to call your attention to the fact that 
there is a constitutional problem with regard to criminal cases. 

Representative Horirtetp. Where a jury is involved, and you would 
spread restricted information, it would be quite different from an in- 
camera proceeding with the judge, would it not ? 

I am speaking now from the standpoint of likelihood of 12 jury- 
men and 1 among the number being a little bit careless and doing a 
little talking. 

Chairman Corr. The law could authorize those people to be given 
restricted data under some circumstances, and it would impose on 
them the penal obligation of not redisclosing it. 

Mr. Ranxrn. The problem constitutionally, though in criminal 
cases, is the confronting of the accused with the witness, and if he and 
his counsel are not willing to agree to waive that right, then he cannot 
be forced to have anything in camera. That is not the case oftentimes, 
because many of the problems are civil matters, and that does not 
arise. 

Chairman Core. It has been our goal in this committee to draft as 
perfect a law as can be devised, but there are some elements beyond 
perfection. I think we will do pretty well if we pass that. 

Representative DurHam. It would be almost in the hands of the 
Commission down there, to state what would be classified. It would be 
almost impossible to report a law like that. 

Representative Hoiirtevp. I think if such language is presented, we 
might accomplish something. We should know both sides of the 
question. Both sides of the question should be presented to this com- 
mittee, because I did not bring up the in-camera discussion from-the 
standpoint of indicating that I was in favor of it. I brought it up, 
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rather, because it had been suggested in other meetings of our com- 
mittee—I forget whether it was in executive or open sessions—and I 
think such a proposal is very dangerous. I would want to have the 
information on both sides of that particular question before I would 
act on it myself, either way. 

Mr. Rankin. You have the problem of due process, and if the 
rights of the parties cannot adequately be taken care of and the prob- 
lem of restricting the material also taken care of, then the Government 
has to give way, if it is more important that the material be restricted, 
and has to take the loss about not being able to enforce its rights. 

Representative Duruam. You would be subject to some body down 
here setting up a way. ‘That would just open up everything. 

Representative Horirrerp. I think your suggestions, up to date, 
have been very valuable to the committee. 

Representative Duruam. I think so, too. 

Mr. Ranxrn. I have a few more. 

Representative Hottrrecp. I think we should finish. Mr. Durham 
will be in charge of the meeting now that Mr. Cole is gone for a while. 

Mr. Rankin. Section 152, page 38: This section places certain limi- 
tations upon the granting of patents useful in the production or utili- 
zation of special nuclear material or atomic energy. No patent would 
be granted uniess (1) the applicant therefor filed a sworn statement— 
as to whether the invention described in the application was not made or con- 
ceived during the course of, in connection with, or under the terms of any con- 
tract, subcontract, or arrangement or other relationship with the Commission, 
other than as licensee under this act, irrespective of whether such * * * rela- 
tionship involved the expenditure of funds by the Commission 
or (2) the Commission expressly consented to the filing of the 
application. 

Section 152 as presently drafted appears rather ambiguous. The 
sworn statement is to be— 
as to whether the invention * * * was not made * * * 

The section may mean that unless the applicant is able to state that 
Aen invention did not result from a contract with the Commission, he 
‘an only get his patent by express consent of the Commission. As so 
interpreted, the apparent purpose would seem to be to give the Com- 
mission discretion in permitting the filing of patent applications, with 
respect to inventions which result from Government research con- 
tracts. This section appears to be a substitute for section 152 in H. R. 
8862, which only dealt with inventions used in research contracts 
under section 31. In our opinion, this would impose too great a burden 
on the Commission in deciding when Government contractors should 
be entitled to such patents. This provision lays down no standards 
for such determination and does not assure, as we think it should, that 
the Government would get the benefits of inventions resulting from 
the research it finances. 

Representative Hottrretp. I want to question you just a minute on 
that, on the point of setting out legislative standards for adminis- 
trative actions, and I refer to the complaint, I believe, that was made 
under the Schecter chicken case. Is it not true that the NRA was 
invalidated by the Supreme Court because Congress made too wide a 
delegation of its legislative authority into the administrative depart- 
ment of the executive branch ? 
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Mr. Rankin. Yes. 

Represe ‘ntative Horirietp. And that it did not provide in its legis 
lation, in the National Recovery Act, specific enough standards 
guide the administrative agency in its administrative duties / 

Mr. Rankin. Yes; that is my un ue rstanding of the case. 

Representative Hovirievp. You have referred to standards, I think 
in this instance here, and is this what you are imply i} af 

Mr. Rankin. What we had in mind was the language may not have 
contemplated and may have been drafted in such a way that it did not 
correctly express what the committee had in mind, but if it did, and 
would permit, as we think the language does, that the Commission can 
decide whether or not a person should have a license in cases where 
the idea may have been developed in connection with research projects, 
then the Commission should not have a free hand to decide when that 
should bet It would be a very difficult problem to decide just who and 
when they were entitled to a license or a patent on any such develop- 
ment, and at least the Congress should lay down certain standards to 
determine when they could and could not give such license. Pos 
sibly you did not have that in mind at all, and expected that wherever 
the research project was developed at the cost and under the supervi 
sion of the Government, there should not be any licenses or patents 
that would be granted at all. 

Chairman Corr. Back through your statement where you have used 
the word “license” you meant “patent” ? 

Mr. Rankin. Yes, that is correct. 

Chairman Corr. This section refers to patents, not licenses. 

Mr. Rankin. That is correct. 

Representative Durnam. I understand that word “not” is a typo- 
graphical error ¢ 

Mr. Rankin. We thought that was possible, and pointed up and 
added further commentary if it was intended to be in. 

Representative Hottrietp. Have you looked through the bill that we 
are studying, with this idea in mind of setting up a little more specific 
standard in such places as administrative discretion is provided for? 

Mr. Rankin. We have tried to do that and we think that the bill 
is well drawn in that regard, recognizing the great problems the com 
mittee has and Congress has, by reason of the fact that you are ente1 
ing a relatively new field here in peacetime development of this atomic 
energy, and I think the courts would take that into account. 

Representative Horirievp. It is very difficult for us to foresee the 
type of standards and specify them in this new field. As you say, it 

sa new field. 

Mr. Rankin. I am certain the courts would take that into account. 

Representative Horirrevp. I think where standards could be set up, 
they should be, if we can do it. 

Mr. Ranxrn. That is right. 

Representative Durnam. If you would try to write standards at this 
stage of the game would they not be rather restrictive ¢ 

Mr. Rawxrn. Yes. 

Representative Durnam. It is not like that which is already de 
veloped. Reactors are being improved every day all the time. 

Chairman Corr. I fail to understand your apprehe nsion that this 
section 152 would impose too great a burden on the Commission in the 
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administration of it, since the Commission right now is administering 
this very principle in connection with its contracts. 

At any rate, move along to the next one, which we are all ready to 
accept as being a very valid and helpful criticism. 

Mr. Rankin. Do you want me to recite it / 

Chairman Core. Recite it for the record, yes. 

Mr. RANKIN. Section 154, page 59, line 9: Title, “Compensation, 
Awards and Royalties” should be changed to “Compensation and 
Awards” since the provisions prescribing royalties have been deleted. 

Section 161 (j), page 65: This section would permit disposal by 
the Commission of “radioactive materials” and other property, the 
“special disposition” of which is in the interest of the national security, 
without regard to any other law except the antitrust laws specified 
in section 105 of the committee print. Since it appears that the com- 
mittee intends to make such disposition subject to the antittust laws, 
it would seem preferable to retain the applicability of section 207 
of the Federal Property and Administrative Services Act of 1949, 
as amended, which requires the Attorney General to advise the dis- 
posal agency with respect to antitrust considerations prior to disposal. 

Chairman Core. Let me interrupt. Is that act you just referred 
1 otherwise known as the Holifield measure / 

Mr. Rankin. I understand so. 

Re presentative Houtrrecp. Thank you, Mr. Chairman. 

Chairman Corr. You would wipe out section 161 ? 

Mr. Rankin. We would like to be sure that section 207 is retained, 
that is, of the Federal Property and Administrative Services Act, 
and I presume that would have that effect. I would have to examine 
it. I think if you would strike out the “without regard” I think it 
rould have in effect what we are trying to recommend. 

Chairman Corr. You want to be sure that that portion of the Fed- 
eral Property and Administrative Service Act which pertains to 
antitrust is retained ? 

Mr. Rankin. That is right. 

Chairman Core. And is not disregarded. 

Mr. Ranxrn. That is right. 

Section 188, page 79, provides for continued operation of facilities 
where a license has been revoked. Two conditions must be present : 
(1) A finding by the Commission that public convenience and necessity 
requires continued operation; and (2) that the public service commis- 
sion, or other similar authority in the State in which the facility is 
located concurs in such a finding. 

The second condition for State Commission concurrence is unde- 
sirable. Upon revocation of a license, it may be essential in the public 
interest to continue operation of the production or utilization facility. 
To wait until the public service commission took action might be 
fatal to the successful continued operation of the enterprise. Should 
the public service commission take adverse action, the paramount na- 
tional interest might be thwarted. Should it take favorable action, 
un appeal to a higher court and pending outcome, an injunction stay- 
ing proceedings w would lead to chaos and confusion. 

We think that requiring the concurrence of the State public service 
commission in a matter of such grave national concern cannot be 
productive of too much good, and has the risk of irrepar: able harm 
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to the common defense and security. For these reasons, it is strongly 
recommended that there be deleted the words “and the Public Service 
Commission or other similar authority.” 

Chairman Coir. Do you not feel if the facility is one which comes 
under the jurisdiction of a regulatory body of a State government, 
such as the public service commission, and so forth, that this com- 
mission should be considered, at least, or consulted, in the determina- 
tion of whether it is in the public interest to continue that facility or 
not ? 

Mr. Ranxrn. I think that would be entirely reasonable, but to make 
the condition as to whether in the national interest it should be con- 
tinued, whether that commission would approve, seems to me might 
leave the country open to various forces working with that commission 
to bar it. 

Chairman Core. Of course, the type of facility to which this is 
directed is an atomic facility that is connected with or hooked up toa 
public utility. Of course, there are other licenses by the commission 
which are not colored with the public interest like a public utility is. 
I think your criticism here has been very helpful. 

Representative HowtrteLp. I would say I had that same thought, 
that in the first instance, if it was a reactor for a public utility service 
in an area, the State license to operate would have been obtained by 
the builders of the reactor prior to their being issued a license by the 
commission because that is one of the provisions that the Atomic 
Energy Commission would require, before they would issue the 
nuclear license. The Atomic Energy Commission would insist that 
they had cleared with their own State bodies. Then, once that group 
having violated some of their contracts with the Commission, and the 
Commission finding it necessary to take it over, it would be assumed 
that the Commission would operate it according to the laws under 
which it was first granted the license, and therefore it should, at the 
least, to me, seem to require affirmative action upon the part of the 
State in an maseerss way, to forbid the Federal Government from 
going ahead, which I doubt would happen. 

Mr. Rankin. You might want to change the language so as to 
require a conformance to the laws, except any requirements for getting 
a new license in order to continue, so that the project would a be 
in violation of the laws generally, and yet they could not bar i 

Section 221 (b), page 85, states 

The Federal Bureau of Investigation of the Department of Justice shall in- 

vestigate all alleged or suspected criminal violations of this act. 

With regard to the investigation of violations, the existing law now 
reads, i in title 42, United States Code, section 1810 (b) (5) (C 

All violations of this chapter shall be investigated by the Federal Bureau of 
Investigation of the Department of Justice. 

The FBI prefers the latter provision because it permits a more 
practical and workable approach to security problems. 

Representative Hoitrrevp. Will you hold it just a minute until I 
can get the act, at that point? I have another question there. That 
is section 221, I believe. There was a point in there that bothered 
me in studying it. 
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Chairman Coir. You protest the responsibility placed on the Fed 
eral Bureau of Investigation, of investigating suspected violators? 
That is the part that vou dislike? 

Mr. Rankin. Yes. “Alleged” or “suspected” leaves quite an area 
ot possib ly irresponsible complaints that might Impose quite a burden. 

Chairman Cote. Yes, but your correction does not retail n responst- 
bilies of investigating alleged violations. If it did that. would be 
all right. What you want to do is say, “The FBI shall inventipate 
all violations.” How do you know there is a violation until after 
you investigate 

Rankin. They interpret that to mean that “if alleged to.” 
Chairman Coir. Now you are quibbling. 
Mr. Ranxtn. Yes. | think in regard to “alleged” that is true. 


Chairman Corr. There is not much difference between an allega- 
tion and an expression of hahpicheln ist here ¢ 
Mr. Ranxin. There is a difference between a suspicion. It might 


be a little further than a general allegation. 

Representative Hontrrerp. On section 21, the notation that I had 
here was that the words “upon the express cirection”’ were deleted 
from the McMahon Act in the similar section. 

In section 221 (c) the words “upon the express direction” have been 
deleted, and that was put in, as I remember the history of the act, 
to prevent overzealous assistants of the Attorney General from run 
ning wild. 

Section 10 (b) (5) (A) of the McMahon Act says: 

No person shall be prosecuted for any violation under this section unless 
and until the Attorney General of the United States has advised the Commis- 
sion with respect to such prosecution, and no prosecution shall be commenced 
except upon the express direction of the Attorney General of the United States 
those words have been deleted, and I am not enough of a drafter 
of legislation to understand the complete significance of it, but I 
know that at the time it was decided that such prosecution should 
be initiated with the knowledge of the Attorney General himself, 
and not by some assistant. 

Mr. Ranxrn. We preferred to have those words deleted and recog- 
nize it is a policy matter for Congress to determine, but where you 
are contemplating an expansion of the activity that is reasonably 
to be anticipated now, the idea that the Attorney General personally 
could consider every possible activity did not seem plausible. 

Representative Hoxrrmtp. Does this not apply to the $20,000 fine 
section, or imprisonment for 20 years ? 

Mr. Ranxrn. Yes. 

Representative Hoxirre.tp. Do you not think on such a serious crime 
as that, that it might be not used very often, and that it would not 
put too much of a burden on the Attor ney General ? 

Mr. Ranxry. I think, if you would examine the number of serious 
crimes which we have to handle, you would realize that is not within 
the framework of what you generally recognize in the statutes other- 
wise as the responsibility imposed upon the Attorney General. You 
impose the responsibility generally for the proper operation of the 
Justice Department and he cannot relieve himself of that responsi- 
bility. He necessarily must do it through assistants throughout the 
Department, and promptly get rid of them if they do not do a good job. 
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Representative Hontrreip. Has that language in the old act been 
burdensome ? 

Mr. Rankin. No. But the activity has been much more limited 
than is contemplated here. 

Representative Durnam. Could he not delegate Fant authority to 
any of his subordinates under the present language? Could they not 
do that upon the express direction of the Attorney aoe ‘al? That 
is what it means. 

Representative Hoiiriexp. I believe the debate shows that it was 
put in for the purpose, originally, of being sure that that type of a 
yrosecution—it has been a long time since I have read it, but it has 
to do with the revealing of the restricted data. and I believe it also 
involves the death penalty. I am pretty sure it does. In section 4, 
right above section 5, it does say 
shall be punished by death or imprisonment for life where the offense was 
committed with the intent to injure the United States or by fine of not more 
than $20,000 or a period of 20 years 
so the death penalty is involved in that. 

Mr. Ranxin. I am quite certain that it would be contemplated that 
that would require the direction of the Attorney General himself, 
because Congress does not use that type of language generally in 
statutes. 

Representative Horirieip. I agree with you that was its intent. 

Chairman Coir. I am told, Mr. Rankin, that your next criticism 
with respect to section 222, in that it contains a reference to section 
45, has been caught, and that section 45, is to be dropped. It got in 
there by mistake, so let us not put that in the record. 

Mr. Rann. All right. I will just finish the last sentence of the 
preceding paragraph, if I may. 

Under the language used in the committee print, the FBI feels that 
it would be obliged to investigate every rumor or piece of gossip, 
however unsupported or unwarranted it might seem to be. 

Sections 223, pages 85-86, provides sanctions for violations of certain 
sections of the act, including any regulation or order issued under 
section 161, page 61. 

Chairman Corr. As to your first paragraph, at the top of page 11, 
does that have some significance other than the fact that section 45 
is contained in section 222 when it should not be contained in section 
QOv0% 


Mr. Siegel, why do you not speak up, if you have anything in your 
mind? 

Mr. Sieger. The Criminal Division just felt that if you made this 
provision stronger by including expressed prohibitory language, then 
you might more re: adily be able to obtain a conviction for violation 
of section 45, as well as under section 108. It is true that sections 45 
and 108 have language which might be construed as a prohibition, 
but somehow or other, the men who try these cases feel that there 
would be more teeth in an act and a case is less likely to be reversed 
after conviction if the language is explicit prohibitory language. 

Chairman Corr. Rather than reference? 

Mr. Siecen. Yes, sir. 

Chairman Coir. Do you suggest language to do that? 
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Mr. Strecet. We could prepare some language which I think might 
carry out your intention and satisfy the Criminal Division if you 
would like to have us do that. 

Chairman Core. I would appreciate it if you would prepare it and 
submit it to the committee for its consideration. 

Representative Durnam. Has that difficulty been experienced ? 

Mr. Srecet. Evidently they felt so, Mr. Durham. 

Representative Hotirretp. Mr. Chairman, may I suggest at this 
point that wherever you have made criticisms today and have not 
supplied suggested language, would you please supply to the com- 
mittee suggested language for our further consideration? Would 
that be all right, Mr. Chairman ? 

Chairman Coir. Yes. 

Mr. Rankin. All right. 

Chairman Core. I thought that they had, but if there is any point 
that has not been covered “by expressly suggested language, I would 
ask you to do that. 

Mr. Ranxin. Section 223 is the same problem in regard to pro- 
hibitory language, as well as the sanctions, and we will submit some 
language in regard to that if you like. 

Chairman Cote. The next two suggestions indicate obviously that 
you have gone over this revised bill from stem to stern, from top to 
bottom, in and out, when you get to the point of criticizing our spell- 
ing. It shows that you are very, very thorough, and I compliment 
you. 

Representative Hoxtrte.p. I am going to test them, Mr. Chairman, 
now, I think. I think they have gone over it pretty carefully. 

Chairman Corr. Put them to the test. 

Representative Hoxirtecp. I want to go back to section 151. This 
bothered me this morning, and I directed some questions to Mr. Mit- 
chell, of the Atomic Energy Commission, and he is going to give us 
his opinion on this. I hope it will be the same as possibly yours, but 
it has to do with the language that is used, and my notes are as fol- 
lows: 

Military utilization, section 15la (1) prohibits future patents on 
inventions useful solely in the use of spec ial nuclear material in atomic 
weapons. Use of the word “solely” makes possible patents for in- 
ventions which may have dual purposes, and in my notes, I put: 
language casts doubt on the nonpatentability of military inventions where the 
same invention could be used for both purposes. 

Then I have another question : 

Past patents—and this is in No. 2 paragraph—on such inventions, 
are revoked. 

Now, what effect will this have on patent applications of record 
now claimed by AEC? In other words, this language will release 
those for patenting by the original discoverer, or some other person 
who might get to the Patent Office first 2 

Paragraph b apparently protects the Government on past and 
future patents used in atomic weapons, but it is still subject to the 
modification by the word “solely” in section 151a. 

Subsection ¢ provided a 90-day filing time for inventions that are 
useful in the utilization of special nuclear material and weapons with 
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the AEC or the Patent Office, that is, the kind that are patentable. 
Use of the word “useful” covers the entire field of utilieation of 
special nuclear material in weapons, but action on the part of AEC 
to claim for Government use appears to be modified by the use of 
the word “solely” in section 151a. 

My ‘reasoning may be wrong on that, sir, but that is my under- 
standing, and I would like you to study that. Have I made my points 
clear to you ? 

Mr. Ranxtn. Yes. I understand what you are driving at. 

cramer’ Houirtew. There will be inventions that will be 
useful for both weapons and peacetime uses I firmly believe. 

Chairman Coir. I think the point Mr. Holifield has just spoken of 
is very important. It is conceivable that an idea might be patented 
which could be very useful, either in a weapon or in some other aspect 
of atomic utilization. If you are going to allow the inventor to get a 
patent on a nonmilitary use of it, is this going to have to be published, 
in order to be used and known, and therefore, if it is « ‘commonly known 
and used in the nonweapon, nonmilitary use, it does not take a very 
smart man to see how it can be used in a weapon. For the time being 
[ agree with you that that is something to be looked into. 

It has been pointed out that the law on secrec y on military patents 
covers this situation. 

Representative Hoxirretp. My concern is the use of the word 
“solely” in relation to inventions which may have a dual purpose. 
That is the burden of my concern. 

Mr. Rankin. May we assume that the object of the committee is 
to restrict it so that if it has a use for other purposes there would 
not be an opportunity to get a patent and thereby expose the pro- 
cedure for useful military purposes, too? 

Chairman Corr. It is the later part of it, if by getting a patent 
for the nonmilitary aspects of that you do not thereby publicize the 
ideas, because to do so would be to defeat the purpose of retaining it 
on the weapon side. 

Mr. Rankin. Yes, sir. 

Representative Duruam. It would defeat the purpose of the bill. 

Chairman Core. Yes, sir. Let me ask you, Mr. Rankin, with the 
suggestions which you have made as a result of consultation and the 
concentrated thought that you and your associates have devoted to 
this bill, are you in a position to state that the Justice Department, 
so far as its interest in the bill may occur, recommends the measure ? 

Mr. Rankin. On behalf of the Justice Department, I would like to 
say, according to its interest in the bill, it does recommend the measure, 
and wants to go on record as being most favorable to the expansion 
of the use of the principles of atomic energy for peaceful purposes. 

Representative DurHam. With your suggested changes? 

Mr. Rankin. We present those for your proper consideration. 

Chairman Core. Then that does not mean that your approval of the 
bill is conditional upon the adoption of all those criticisms that you 
have made? 

Mr. Rankin. Not atall. 

Representative Horirretp. There is one point that Mr. Allerdice 
called to my attention, and that is the use of the word “undertake” in 
the punitive provisions. 
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I understand that that is taken from a California statute. It is 
getting rather late and I would like to have some expression from 
you on the legal impact of this word. 

It seems to me that it widens the field of evidence quite widely to 
include the field of circumstantial evidence, and therefore that is my 
concern, although I am heartily in favor of what the staff is trying to 
do, where it seeks to cover some situations which have been inimical to 
the interests of the United States, but I would like to have your con- 
sideration of that word “undertake” and its use in the California 
statutes, and give us a report at some future time on whether you feel 
that it is desirable in the broad scope of the Justice Department’s 
responsibility. 

Mr. Rankin. Will you tell us the section you have in mind there ? 

Chairman Cot. One is in that section dealing with definitions. We 
tried to define what “undertake” means and that was quite an under- 
taking. 

Then back in section 222 where it would make it a criminal action to 
undertake to do any of these things. 

Representative Hotirme tp. The definition is on page 9, line 13, and it 
refers to sections 222 through 225 inclusive. It means— 
an act which is directed toward the commission of a violation of the provisions 
of these sections which follows the period when preparation has ceased to be 
equivocal and the act is directed toward the commission of a specific offense. 

Chairman Contr. I assume the Justice Department has given careful 
consideration to that definition and to that provision in the criminal 
section 222, where the word “undertake” is used and since the repre- 
sentative of the Department, Mr. Rankin, has interposed no criticism 
or suggestion concerning it, we can consider its general acceptability to 
the Justice Department. 

Mr. Rankin. I would like to be able to comment to your staff in 
regard to it after further study, if I may. 

Chairman Cots. Thank you very, very much. 

Mr. Ranxtn. I have one more matter I would like to put on the 
record: that we have some reservations about the chapter on inter- 
national arrangements. It involves the Bricker amendments’ problem 
and constitutional questions. 

I presume you are fully aware of them, and we do not care to 
raise them at this time, but we do not want to be on record as favoring 
that completely. 

Chairman Core. Very well. 

Representative Hoirrerp. May I ask if you have any additional 
reservations of other sections, wherein you have been silent and are 
not testifying on today ? 

Mr. RAnxin. No. TI thought that we should go on record in regard 
to that one because there are certain principles involved between the 
executive branch and legislative branch. 

Chairman Cotz. And you do not want your failure not to express 
yourself in direct opposition today, to constitute a waiver, and ac- 
ceptance, and acquiescence ¢ 

Mr. Rankin. That is right. 

Representative Houirme.p. I would like to say this off the record. 

(Discussion off the record.) 





( 
4 





adlaadabnd , 


















AMEND ATOMIC ENERGY ACT OF 1946 729 


Representative Horurreip. I would like very much, Mr. Chairman, 
to see the gentleman submit to us a statement on that point. 

(The statement referred to will be filed with the joint committee. ) 

Chairman Coie. Will you send to me or make copies and send it 
to members of the committee, a memorandum in connection with 
whether we should call it a concurrent resolution or joint resolution ¢ 

I think you will find that a joint resolution adopted by the Congress 
requires the signature of the President. 

Mr. Ranxin. That is what I had in mind. 

Chairman Corr. And that is why we did not use the words “joint 
resolution.” 

Thank you very much. 

Weare now adjourned until 10 o’clock tomorrow morning, where we 
will meet in our morning quarters, the caucus room, when the De- 
fense Department will be with us. 

(Whereupon, at 5:25 p. m., Thursday, June 3, 1954, the committee 
recessed until 10 a. m. on Friday, June 4, 1954.) 
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3323 AND H. R. 8862, TO AMEND THE ATOMIC 
ENERGY ACT OF 1946 


FRIDAY, JUNE 4, 1954 


ConGREss OF THE UNITED STATES, 
Joint Commitrrer on Atomic ENrEr6y, 
Washington, D. C. 

The joint committee met, pursuant to recess, at 10:10 a. m., in 
the caucus room, Old House Office Building, Hon. W. Sterling Cole 
(chairman) presiding. 

Present: Representative Cole (presiding), Hinshaw, Van Zandt, 
Durham, Holifield, Price, and Kilday; and Senator Pastore. 

Professional staff members present: Corbin C. Allardice, execu- 
tive director; Walter A. Hamilton, Francis P. Cotter, and George 
Norris. 

Chairman Coir. The committee will come to order. The record 
will show that there are six members of the committee present, con- 
stituting a quorum. 

The meeting this morning is a continuation of the hearings held by 
the committee on consideration of the two bills pending before the 
House and the Senate with respect to amending the Atomic Energy 
Act. 

Representative Van Zanpr. Mr. Chairman? 

Chairman Coir. Mr. Van Zandt. 

Representative Van Zanpr. Mr. Chairman, I would like for the 
record to show that it was necessary that I be absent yesterday, 
having been called as a witness in the trial of the five Puerto Ricans 
who were involved in the shooting incident in the House of Repre- 
sentatives on March 1, and it will be necessary that I leave this 
morning at 11 o'clock to attend the trial and it is possible that I may 
be late in returning for the afternoon session. 

Mr. Chairman, I ask unanimous consent at this time that there 
be inserted in the hearings a statement of views regarding H. R. 8862 
by Mr. William L. Breazeale, of State College, Pa., speaking on be- 
half of the atomic energy policy committee of the professional group 
on nuclear science, Institute of Radio Engineers. 

I also ask unanimous consent that a letter dated May 21, 1954, re- 
ceived from Dr. Eric A. Walker, dean of the school of engineering 
and architecture, Pennsylvania State University, State College, Pa., 
be included in the hearings at this point. 

Chairman Corie. Without objection, the statements will be in- 
cluded in the record of the hearings. 
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(The statements referred to follow :) 
May 21, 1954. 


To: The Chairman, the Joint Congressional Committee on Atomic Energy. 
Subject: Statement of certain members of the professional group on nuclear 
science. 

Dear Siz: The proposed bill (H. R. 8862) to amend the Atomic Energy Act 
of 1946 has been examined by atomic energy policy committee of the professional 
group on nuclear science. This committee consists of the following persons: 

W. R. Bennett, Bell Telephone Laboratories. 

J- J. Grebe, Dow Chemical Co. 

D. H. Loughridge, Northwestern University. 

EK. R. Piore, Department of the Navy. 

W. M. Breazeale, Pennsylvania State University. 
Their joint comments follows. These comments should be taken as the joint 
opinion of the members of the group acting as individuals and does not neces- 
sarily coincide with that of any organization with which they are associated. 

In general this group endorses the proposed bill. Changes in world politics 
since 1945 as well as scientific progress in the atomic-energy field have certainly 
made modifications of the original act desirable. We agree with the purposes 
set forth in section 3; to foster research, to encourage the spread of scientific 
knowledge by declassifying restricted data to the maximum degree consistent 
with the country’s security, and to encourage the entrance of private enterprise 
into the field of peacetime use of atomic energy. 

Our chief reservation is that the proposed bill appears to give almost unlimited 
discretionary authority to the Atomic Energy Commission. The Commission will 
still retain complete control of all phases of atomic energy work—peacetime uses 
as well as wartime uses—and thus, whether or not the objectives outlined above 
are accomplished, will depend almost entirely on the actions of the Commission. 
This group suggests that a stronger mandate be given to the Commission to divest 
itself of control of peacetime uses of atomic energy at the earliest possible 
date. The group also realizes the difficulty of framing an amendment to this 
effect and refrains from suggesting specific language. 

Finally, in the group’s opinion, this bill represents a very great step in the right 
direction and urges its acceptance by Congress even without the changes 
advocated above. 

WILLIAM M. BREAZEAL. 
(For the group.) 





THE PENNSYLVANIA STATE UNIVERSITY, 
COLLEGE OF ENGINEERING AND ARCHITECTURE, 
State College, Pa., May 21, 1954. 
Hon. JANEs BE. VAN ZANDT, 
House of Representatives, 
Room 1206, New House Office Building, 
Washington 25, D. C. 

Dear JIMMIE: I want to thank you for the privilege of reviewing the new 
Atomic Energy Act being considered by the Joint Senate-House Committee on 
Atomic Energy. I have discussed this with a number of my colleagues and 
with members of the executive board of the Engineering College Research 
Council. Unfortunately, the ECRC has not had an opportunity to exhaustively 
discuss it and take official action, since our next meeting will not take place 
until the middle of June. Nevertheless, I think it is important to let you 
know that we feel that this bill represents a tremendous advance over the 
present act, and we feel that it will do a great deal of good. In fact, we hesi- 
tate to point out objections or to criticize it for fear that in so doing we might 
jeopardize its passing. We would not want to sacrifice the large gains it repre- 
sents in order to add a few more points which might even be inconsequential. 
However, may I give you some very general impressions on which I do not 
expect you to take specific action but which might offer some guidance. 

We still feel that there will be many applications of nuclear energy which 
have nothing to do with national defense or with weapons. It is almost inevi- 
table that patents will appear in these nonmilitary fields. These patents will 
be the result of work which has been done without aid or assistance from 
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the military or the Atomic Energy Commission. Experience has shown since 
the founding of this Nation that the most important single stimulus to busi- 
ness activity is the possibility of reaping rewards from inventions. I feel rather 
strongly that the patent situation in the nonmilitary aspects of atomic energy 
should not differ from those in any other field. 

Secondly, I am somewhat worried about the concentration of power in the 
hands of the Atomic Energy Commission and what now appears to be in the 
hands of one man. Although there is little danger of things going awry under 
the present leadership, personnel and personalities change much faster than 
laws. Therefore, I think an adequate system of checks and balances designed 
to get things going with proper dispatch as much as to prevent wrong things 
from being done should be emphasized more clearly and thoroughly than I 
believe they are in the proposed act. 

In passing on these comments to you, I am merely trying to convey the essence 
of discussions which have been held with a number of people in the Engineering 
College Research Council. As I said before, this act represents a considerable 
advance, and I would not want to jeopardize its passing by adding criticisms. 
Thanking you again for your courtesy, I remain. 

Very truly yours, 
Eric A. WALKER, Dedn. 

Chairman Corr. The witness this morning is Mr. Quarles, repre- 
senting the Department of Defense. The committee received testi- 
mony of the attitude of the Defense Department with respect to 
the provisions of H. R. 8862 as originally introduced. That testi- 
mony was received in executive session. Subsequently, the criti- 
cisms and suggestions advanced by the Defense Department were 
reconsidered and some adjustments, at least, were made in the revision 
of H. R. 8862. It is on the revision of H. R. 8862 that Mr. Quarles 
reappears this morning to testify. We are happy to welcome you 


back. 


STATEMENT OF HON. DONALD A. QUARLES, ASSISTANT SECRETARY 
OF DEFENSE FOR RESEARCH AND DEVELOPMENT, ACCOMPANIED 
BY JACK L. STEMPLER, ASSISTANT GENERAL COUNSEL, OFFICE 
OF SECRETARY OF DEFENSE; MAJ. GEN. HOWARD G. DUNKER; 
MAJ. GEN. HARRY McK. ROPER; REAR ADM. GEORGE WRIGHT; 
AND MAJ. GEN. ALVIN R. LUEDECKE 


Mr. Quarters. Mr. Chairman and gentlemen, I appreciate this op- 
vortunity to come before you again. I have a statement which I 
fae filed with you. Before I go into that, however, I should like to 
say that we in Defense have appreciated very much the opportunity 
you have given us to come in on the proposed legislation, and par- 
ticularly the opportunity that our staff has had to work with your 
staff in considering details of the legislation. Iam happy to say that 
we feel this oppotunity and this collaboration has been ver y fruitful. 

The Department of Defense feels that these bills as revised in the 
committee print of May 21, 1954, represent a realistic and construc- 
tive approach to atomic energy legislation. With minor revisions 
which I shall discuss, the Department of Defense strongly recommends 
enactment. 

In his message of February 17, 1954, the President set forth three 
main purposes for new legislation in this field as follows: 

First, widened cooperation with our allies in certain atomic en- 
ergy matters; 
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Second, improved procedures for the control and dissemination of 
atomic energy information; and, 

Third, encouragement of broadened participation in the develop- 
ment of peacetime uses of atomic energy in the United States. 

The first two of these are of direct concern to the Department 
of Defense. The third is an objective which we strongly support but 
whose implementation falls more properly within the jurisdiction of 
the Atomic Energy Commission. 

From a strictly military standpoint is should be recognized that the 
more nearly atomic weapons can be treated as conventional weapons, 
the more surely can their maximum defense values be achieved. It 
is in the spirit of this concept that we have approached this proposed 
legislation, recognizing however that there are still compelling con- 
siderations that pr event the full realization of this military objective. 

Communication to NATO commanders and to friendly governments 
of selected information regarding atomic weapons will substantially 
affect the entire future of. military planning in the North Atlantic 
Treaty Organization. Under the present Atomic Energy Act, United 
States commanders in Europe cannot inform our allies of certain 
necessary information on atomic weapons. The absence of such infor- 
mation in the hands of our allies and NATO commanders presents a 
most unsatisfactory situation. In order to integrate into their war 
plans as much atomic planning as possible, Allied commanders have 
United States planning groups on their staffs. These groups prepare 
the atomic portion of the commander's war plans, which are, however, 
not available for review and approval by the commanders. These 
atomic capabilities may significantly affect the disposition and employ- 
ment of available military resources. It is unrealistic to expect an 
Allied commander to be held responsible for accomplishing an as- 
signed mission when he has not been provided with adequate informa- 
Gen as to the nature and number of the most powerful weapons which 

‘an be made available for his support. In recognition of this situa- 
tion and with the yiew toward accomplishment of the three purposes 
of the Prosident’s message, enumerated above, I should now like to 
comment on several provisions of the bill. 

The amendments we would like to propose, to the extent that they 
cover the same ground, are consistent with the President’s earlier rec- 
ommendations. The proposed changes are interrelated. Amend- 
ments of definitions, for example, are related to amendments in other 
substantive sections. For this reason, I am following the procedure of 
outlining the purpose of each recommendation and at the same time 
suggesting language to accomplish the objective. 

1. Section 11d. " Definition—*Atomic Weapon.’ 

This definition is inadequate in that it fails to differentiate between 
the actual weapons and the carriers or the auxiliary equipment neces- 

sary to adapt the weapons to the carriers, As it stands, the language 
is subject to the interpretation, for example, that the whole guided 
missile as well as the atomic warhead it carries is included in the 
“atomic weapon.” Taken in conjunction with the definition of “re- 
stricted data,” this would result in parts of the delivery system, as 
well as the weapon itself, being included within the “restricted data” 
category. As we believe that this is not intended and that in any 
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event it is undesirable, it is recommended that the definition of “atomic 
weapon” be amended to read as follows: 

d. The term “atomic weapon” means any device utilizing atomic energy, exclu- 
sive of the means for transporting, propelling, or encasing it— 
and those words, Mr. Chairman, are the only change, the words— 
exclusive of the means for transporting, propelling, or encasing it 
which have been added to the proposed « definition. 

Representative Hoririety. Mr. Chairman, may I question the wit- 
ness on that point? 

Chairman Coir. I think so. In view of the fact that we are dis- 
cussing the Department’s suggestions, section by section, it seems to 
me it is perfectly proper. 

Represent: itive Hoririecp. We had testimony from the Atomic 
Energy Commission on that point, and they want that phrase— 
exclusive of the means for transporting, propelling, or encasing it— 
removed. Have you consulted with them on this particular point 

Mr. Quarters. We have not consulted with them since they appeared 
here, sir. 

Representative Horirieip. I think part of their concern was that 
the word “propelling” undoubtedly would include guided missiles that 
might be developed, might be in the process of development, or be 
developed in the future which might utilize atomic warheads. Of 
course, if that word there—I am not sure about the other words, but 
“encasing”, the device might encase the propellant liquid, for in 
stance, a propellant chemical. So it is a point I think that is quite 
important, and it seems like to me that between the Atomic Energy 
Commission and your Department you should resolve that in a way 
that would be satisfactory so we can have a concurrent viewpoint. 

Mr. Quaries. We will be glad to undertake to do so, sir. We 
thought that we were together with the Commission on the point that 
“atomic weapon” would not include the means of delivering or pro- 
pelling it. We thought that was an agreed-upon position. 

Representative Hotirrecp. If my memory serves me rightly, their 
latest testimony is in conflict with this. I do not know as we need 
to go into it at length at this time, because I think it might possibly 
get into certain fields of security which we would not want to discuss 
at this time. 

Mr. Quartes. Right. 

Representative Horirtetp. But I called to your attention and hope 
vou can furnish the committee with some result of your conference. 

* Mr. Quaries. We would be glad to do so. 

If I may, I would just like to add this thought: Unless one delimits 
the atomic weapon on this end at some point, it could be read to em- 
brace almost any part of the military system you are dealing with— 
the airplane itself or, in fact, the guiding system for the airplane. 
Our effort here has been to provide a true definition which it does 
in fact delimit on thatend. We will be glad to consult. 

Chairman Core. There apparently is no great disagreement be 
tween the position of the Department of Defense and the Commis 
sion. It is my recollection that the Commission’s viewpoint was that 
where: the mechanics of transportation was an integral part of the 
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atomic weapon itself, then that phase of the transportation, that phase 
of the weapon which has to do with transportation, was considered a 
part of the weapon as much as the weapon itself. But obviously, 
where the means of transportation is completely independent, such 
as the airplane, or where it is adaptable to nonatomic weapons, such 
as the guided missile, then the nonatomic part of the weapon should 
not be considered as an atomic weapon. It seems to me the definition 
can be revised to carry out the suggestions of both Departments. 

Mr. Quartes. We will try to do so, Mr. Chairman, and report back 
to you. 

Representative Van Zanpr. Mr. Chairman? 

Chairman Core. Mr. Van Zandt. 

Representative Van Zanpt. Is it not true that the engineering know 
how in the atomic field is very important ? 

Mr. Quartes. It certainly is; yes, sir. 

Representative Van Zanpr. Then would we not probably be making 
available to our enemy a very valuable part of the atomic-energy field, 
if we disclose to them the engineering know-how ? 

Mr. Quartes. If | underst: und your point correctly, C ongressman, 
we do not propose to make available the engineering know-how in re 
spect to the design of the weapon, as such, or the method of fabrica 
tion. Our proposal here would merely throw over into military se 
curity those military parts of the system that are not intimately asso- 
ciated with the weapon as such. 

Representative Van Zanpr. When you get into the field of encasing, 
as you said here, “encasing it” 

Mr. Quarues. Yes, sir. 

Representative Van Zanpr. Then you certainly get into the field of 
engineering know-how. 

Mr. Quarters. Right. In our sense the guiding missile does encase 
the warhead, and it is in that sense we were dealing with the problem. 
As the chairman says, this touches on classified material. May we 
attempt to clarify tlis and present a coordinated position to you ? 

Representative Van Zanpr. Yes. 

Mr. Quartes. If I may proceed, Mr. Chairman ? 

Chairman Coir. Yes; proceed, Mr. Quarles. 

Mr. Quartes. Section 11 (r)—Definition of “restricted data” 

For the reasons brought out in the President’s message, it is our 
opinion that “utilization” should be removed from the definition of 
‘restricted data.” The removal of “utilization” information from 
the “restricted data” category and its subsequent protection by the 
Department of Defense in ‘the same manner and under the same safe- 
guards as other military secrets, would go a long way to correct many 
administrative difficulties inherent in a dual system of security. Sec- 
tion 142 (d) of the bill recognizes the above concept by providing 
that— 

The Commission shall remove from the “restricted data” category such data as 
the Commission and the Department of Defense jointly determine related 
primarily to the military utilization of atomic weapons 


with certain other conditions attached. 

It appears inconsistent to retain the word “utilization” in the defi- 
nition of restricted data when section 142 (d) requires that such infor- 
mation shall be removed from the restricted-data category. 





ae linen. Ae yn ere Ab EOE I: ‘alin 


Rainn 


= oni a RC ase aN 


oe 


ede 


n 


Nae 


Haast 


annie ime able Ue ae 


ee 


AMEND 


Chairman Co xe. 
I do not want to interrupt until you finish your discussion. 


Mr. 


(QUARLES. 


Mr. Chairman ? 


Chairman Cour. 


Mr. 


QUARLES 


Shall I 


ATOMIC 


It does not 


Yes, sir. 
. Deletion of the word “ 


ENERGY A¢ 


‘T OF 


utilization” 


1946 


say it shall be removed. E 









737 


xcuse me. 


then finish this and come back to your point, 


would remove any 


doubt with respect to the classification of military items such as ballis- 
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tables for free-falling bombs and blast effects on military targets, 


which in our judgment are military matters and not revealing of 
atomic matters. 
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that it does in fact relate primarily to military utilization, and if they 
are agreed that military security will adequately protect it, then the 
bill as it stands, I submit, makes it mandatory that such primarily 
utilization information be removed from the restricted data category. 

In the spirit of that paragraph, I submit that it is unreasonable 
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restricted data shall be. 


For those reasons, and because we believe 


it would be a substantial improvement in our administration of the 


security 
“utilization” 
Chairman CoLe. 


matter, it 


is our 


recommendation in defense that the word 
be removed from the restricted data category. 
The only difference is you do not want the Atomic 


Energy Commission to have anything to say about what shall be con- 
sidered military utilization of atomic weapons, and this bill says the 


Commission 


Mr. 


QUARLES. 


should have a 
, you have said what I want. 


Sir 


would like to want? 
Chairman Coir. 


Mr. 


QUARLES. 


voic e. 


That 


is a 


ll there is 
May I 


I said what I understand you want. 


to it. 
say that I 


We feel that the Atomic Energy Commission should 


have a voice in all transclassification of materials from restricted data 
to military security, and this would involve their judgment as to 


whether or not it should be properly so transferred. 


The distinction 


here is between things that are utiliaztion intrinsically and things 
that are primarily utilization, and there is a distinction. 
like to see you leave from the definition the area of utilization and make 


We would 


it the responsibility of the Commission and the Department of Defense 
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to single out such material as is primarily military utilization and 
make it mandatory that such material which in their judgment they 
find to be primarily military utilization be removed from the restricted 
data category. 

Chairman Corg. It is pretty early in the morning and I do not start 
functioning until toward the end of the day. But really I do not 
see any difference bet ween what I said I understood your position to be 
and what you have just now told me your position is. 

Mr. Quartes. Sir, it is early in the morning for me too. 

Chairman Cote. Perhaps you and I can get together this afternoon. 

Mr. Quartes. In the later part of the day. 

Chairman Corx. Let us proceed unless there are other questions. 

Mr. Quakes. Right. It is our understanding that the purpose of 

subsection (3) is to include information relating to the use of special 
nuclear material in the production of energy for industrial purposes 
within the category of restricted data. As the section now stands, 
however the meaning of energy 

Chairman Corr. Subsection (3) of what section ? 

Mr. Quartes. Of the same 11 (r). 

Chairman Corr. Of the definition ? 

Mr. Quartes. Of the definition of restricted data. It is our feeling 

that phrase—— 

Representative Van Zanptr. What page? 

Representative Duruam. The bottom of page 8. 

Mr. Quartes. I am sorry I did not make that clear. We are talking 

about the definition of restricted data on page 8, beginning on line 21, 
where (3) reads— 





The use of special nuclear material in the production of energy. 


The “production of energy” seemed to us not to be as definite as per- 
haps was intended, and merely by way of clarification we proposed 
that the words “for the generation of power” be added, so it would 
read— 










The use of special nuclear materials in the production of energy for the gen- 
eration of power— 
to distinguish from energy that might be explosive energy, for example, 
which is at other times produced. This is a very minor point, merely 
of clarification. 

If I may proceed ? 

The CHarrman. Yes, sir. 

Mr. Quar.es. Section 27, dealing with the Military Liaison Com- 
mittee, and found on page 14 of the print. 

It is our feeling that this section creates a sound basis for an 
orderly and efficient exchange of information between the Depart- 
ment of Defense and the Atomic Energy Commission. The concept 
of reciprocity should enhance the flow of information to the mutual 
advantage of all parties concerned. It will also establish proper 
relationships between the Chairman of the Military Liaison Com- 
mittee and the Secretary of Defense in accordance with the principles 
of Reorganization Plan No. 6. It is our understanding that although 
the Military Liaison Committee will be the primary channel for ex- 
change of information with the Atomic Energy Commission, this 
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section would not preclude working-level day-to-day relationships; 
nor indeed, top-level relationships. 

Chairman Cote. Mr. Durham has suggested that you indicate for 
the record your reference to Reorganization Plan No. 6. 

Representative Durnam. I think it should be in the record since 
you referred to it. 

Mr. Quartes. Sir, Reorganization Plan No. 6 that I referred to is 
the President’s plan submitted to Congress under that number, which 
was submitted on April 30, 1953, and became effective in law on June 
30 of that year 

Representative Durnam. What does it embrace ? 

Mr. Quaries. And embraces some reorganization of the Depart- 
ment of Defense. 

Representative Horirrevp. I might say that I handled that bill on 
the floor on my side of the aisle. It set up the line of authority in the 
Department of Defense, making a civilian line of authority from the 
Secretary of Defense down through the different civilian Secretaries, 
rather than from the Secretary of Defense out to the commanding 
officers in the field. 

Mr. Quartes. Thank you, sir. And that should have been said in 
clarification of my statement here—that by referring to it here, we 
mean that the Reorganization Plan No. 6 clearly makes the Sec retary 
of Defense the authority over the whole Department of Defense, in- 
cluding the military departments. 

Representative DurHam. It carries out civilian control primarily ? 

Mr. Quar.es. It carries out civilian control. 

Chairman Core. Reorganization Plan No. 6 created an Assistant 
Secretary under the Secretary of Defense which the Secretary of 
Defense designated as his advisor on atomic energy matters and that 
was to be the Chairman of the Military Liaison ¢ ‘ommittee ? 

Mr. Quar.es. Not quite, sir. None of the Assistant Secretaries 
created under the Reorganization Plan No, 6 was assigned this func- 
tion, but it is true that the Secretary of Defense did designate the 
Chairman of the Military Liaison Committee as his spec ial assistant 
on atomic energy matters. 

Chairman Corr. He is not an Assistant Secretary of Defense? 

Mr. Qvuartes. He is not an Assistant Secretary of Defense. 

Chairman Core. He is a special assistant in the Department to the 
Secretary for atomic-energy matters ? 

Mr. Quartes. Right. 

Chairman Coxe. ‘Mr. Quarles, I note that the members of the Mili- 
tary Liaison Committee are here. I think the record should indicate 
that they are. 

Mr. Quarters. General Roper, Admiral Wright, General Bunker, 
and General Luedecke. In case you or any of the joint committee 
have any questions about it, I am sure they would be glad to answer 
them. 

Chairman Corr. Since we are on this question with respect to the 
Military Liaison Committee, are you in a position to speak for the 
Committee and express its viewpoint with the present revised word- 
ing of the bill? Does it meet with the satisfaction of the Committee ? 

Mr. Quartes. May I ask General Luedecke to reply to that question, 
sir? 
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Chairman Core. General Luedecke, we will be glad to hear you 
say you approve of this. 

General Lurpecke. I approve. 

Chairman Cots. Say it so we can hear you. 

General Lurpecke. I do approve. 

Chairman Core. Does the Military Liaison Committee approve? 

General Bunxer. I fully agree with the statement Mr. Quarles has 
made. 

Chairman Corr. Admiral Wright? 

Admiral Wricur. We agree with this draft of the bill. 

Chairman Corz. And General Roper? 

General Roper. I agree with this draft of the bill. 

Chairman Corr. Is there anyone here who can speak for the Chair- 
man of the Military Liaison Committee who, unfortunately, I see 
is not here? TI assume this has been submitted to and considered by 
the Military Liaison Committee in the presence of the Chairman? 
Is that correct, General Roper? ? 

General Rorger. No, sir. 

Chairman Corr. It has not? 

General Rorrr. No, sir. 

Mr. Quarters. It is correct. sir, that the redraft has been submitted 
to the Chairman of the Military Liaison Committee, to the Joint 
Chiefs of Staff, and to the heads of all three of the military depart- 
ments, and in appearing here we have coordinated the comments we 
have received back from any and all organizations in the Deps :rtment 
of Defense. 

Chairman Cote. Do we still have the Chairman of the Military 
Liaison Committee? 

Mr. Quartes. Yes, sir; we do have. 

Chairman Core. Have you had a response from him ? 

Mr. Quartrs. Personally we have not. I do not want to seem 
cryptic, sir. He has been away and, as you know, he is in the process 


of 





Chairman Corr. Leaving? 

Mr. QuaRLEs. Resigning, leaving, and being replaced. The fact is 
that this has not been coordinated with him personally, and I must not 
leave you a wrong impression. I do not know of his having a different 
opinion. 

Chairman Corr. You do not have any reason to know or believe he 
has any disagreement with the present revised terms dealing with the 
Military Liaison Committee? 

Mr. Quarters. I have no reason to believe he has any disagreement. 

Chairman Coir. May I ask the military section of the MLC, do 
any of you have any reason to believe that the chairman with whom 
you have worked for a number of years has any disagreement with 
the present revised provisions of the bill ? 

Admiral Wricur. This was not discussed at our last meeting, sir, 
and we have not heard anything from Mr. LeBaron. 

Chairman Corr. That is not ex: ctly responsive to my question. I 
know it was not discussed. I say, do any of you have any reason to 
believe that the present wording of the bill concerning the MLC 
does not meet with the approval of the chairman? 
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General Bunxer. All I know about the chairman’s feeling, Mr. 
Cole, is his testimony im the last hearing before this committee. That 
is the last I have heard him discuss this matter. 

Chairman Corr. Then I will understand that the present members 
of the MLC do not know of any reason that the chairman of their 
committee would disapprove of the present wording of the bill regard- 
ing the MLC. So we will move on. 

Mr. (JUARL i Ack lressing ourselves now to section 123, ¢ ‘ooperation 
With Other Nations, which is found on page 48 of the print. 

This section requires that proposed agreements for cooperation, to- 
gether with the approval and determination of the President, be sub 
mitted to the Joint Committee on Atomic Energy, and that a period 
of 30 days elapse while Congress is in session, unless such 30-day 
period is waived by the joint committee in writing. Section 202 of 
the bill requires the De ‘partment of Defense to keep the joint com- 
mittee fully and See informed on all matters relating to the 
development, utilization, or application of atomic energy which would, 
of course, include any agreement for cooperation. It is therefore con- 
sidered that the specia] requirement of section 123 (c) for submission 
of proposed agreements for cooperation to the joint committee is 
unnecessary and we therefore recommend that it be deleted. 

Chairman Corr. Let me just inquire the basis for your suggestion 
that we delete it. Since you concur in the provision requiring the 
Defense Department to keep the committee informed currently on 
everything the Department is doing in the atomic-energy field, what 
real reason could you have of resisting a requirement that any pro- 
posed agreement under the authority given to you in this bill be sub- 
mitted to the committee for a period of 30 d: uys ¢ 

Mr. Quarurs. I will speak frankly, sir. I think the fact is that as 
an arrangement, as a procedure, between the executive department 
and the Congress, we feel that this is perhaps not the best kind of 
procedure. On the other hand, we recognize a over a period of 
years such a procedure has obtained and has been successful and 
without any real caficulty. In this particular case, of course, feeling 
as we do, we would prefer to see the legislation rest its case on the 
general provisions of 202 without the specific provisions of this sec- 
tion, but we do not represent that the operation of such provisions 
in the past has been harmful or unsuccessful. 

Chairman Core. I am happy I asked the question, because I am 
glad to have that response in the record—that this requirement that 
has been in the law for a number of years requiring the Commission 
to submit some of its proposals to the joint committee, which must lie 
over a period of 30 di ays, has at no time held up or impaired or jeopard- 
ized the Commission’s operations, which you today have affirmed when 
you say that you understand it has been in operation in the past and 
has worked effectively. 

Unless there are other questions, we will move on. 

Representative Durmam. I think it is a very important part of the 
bill. I think it is almost necessary that Congress have a look at this 
thing. 

Mr. Quaries. Just to be sure we are not misunderstanding each 
other, we are not at all recommending that Congress not have a look at 
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any matter of this kind, including all the matters covered in section 
202. Our only point here is a procedural point as to how Congress 
requires that that look be had. However, I think we understand each 
other on that. 

Representative Duruam. If somebody can work out a better plan, 
I am for it as far as that is concerned, but I still want the control, if 
possible. 

Mr. Quartes. In our view 202 is in itself a better plan. We are 
merely presenting our point of view. 

Chairman Coxe. The only difference is that it leaves it up to the 
Defense Department to decide what constitutes currency of informa- 
tion. You may consummate an agreement and come to the committee 
and say, “Here is what we have done. We just signed this yesterday. 
We are keeping you currently informed. We are letting you know 
just as soon as possible because the ink is scarcely dry on the docu- 
ment which has 3864 signed.” 

I think that is the advantage of requiring agreements of this type 
to be submitted somewhat in advance of currency if there is such a 
situation. 

Representative Durnam. This provision in. my mind will have 
more to do with allaying the fears of the people in the world than 
any other provision in the act. That is my own opinion. 

Chairman Core. At any rate, you are not resisting the provision 
strenuously, I understand, so we will move along to something that you 
are more interested in. 

Mr. Quartes. May we pass then, sir, to section 142 (d). Section 
142 begins on page 50 and (d) is found at the botttom of page 51. 
This has to do with the classification and declassification of restricted 
data. 

Information removed from the restricted data category pursuant to 
the provisions of the section cannot be absorbed within the regular 
Department of Defense system of security classification, since in 
respect to foreign interchange such information would still have to be 
handled in accordance with sections 144 (b) and 123. In effect, this 
would mean that an additional category of classification would have 
to be established and administered throughout the Department of 
Defense to assure compliance with the act. This would impose a 
formidable administrative burden. 

The intent of the proposed legislation seems clear. 

Under section 142 (d) only such information would be removed 
from the restricted-data category as the Commission and the Depart- 
ment of Defense agree can be properly safeguarded under military 
security. Information requiring the special protection of section 123 
therefore would not be removed from the restricted-data category. 
In other words, information would either require protection of sec- 
tion 123, and therefore remain restricted data, or would not require 
protection of section 123, and therefore could be removed from “re- 

stricted data” and be handled in accordance with military procedures. 
It is concluded therefore that the proviso of section 142 (d), namely: 

Provided, however, That no such data so removed from the restricted-data 
category shall be transmitted or otherwise made available to any nation, group 
of nations, or regional defense organizations while such data remains defense 


information except pursuant to any agreement for cooperation entered into in 
accordance with section 144 (b) 
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Chairman Cote. I am unable to understand how that provision 
would require an insurmountable administrative burden on the De- 
partment of Defense, because, as a matter of fact, now you have a 
great deal—I hope you have a great deal of security information, 
military weapons information, that you do not hand out to our allies, 
no matter how close our allies may be. 

Mr. Quarues. That is true, sir. We have our military security 
ranging up to top secret, and we have Joint State-Defense Military 
Information Control Committee which controls the categories of such 
information that may be made available to foreign governments or 
foreign nationals. 

Chairman Corr. But do you not see if that proviso were not in 
there in the place where it is, it would be entirely possible and legal 
and—lI will not say proper—but entirely possible for the purposes and 
procedures of section 144 (b) which authorize the exchange of military 
information on the use of weapons with our NATO people, pursuant 
to procedures set up in 123—would make it possible for the Defense 
Department to get around those provisions entirely by the Commission 
and the Defense Department agreeing that this information is no 
longer restricted data and therefore can be handed over to our allies 
by the Defense Department. 

Mr. Quartes. May I speak first, sir, to your point about the admin- 
istrative burden? I would like to make it clear why there is an 
administrative burden in this procedure. 

If the legislation as it stands is enacted, then any restricted data 
which by agreement between the Department of Defense and the 
Atomic Energy Commission is transclassified to defense security data 
would then have to be put in a special category, so that at no time in 
the future might we through inadvertence pass such information 
through regular military channels to foreign nationals, not recogniz- 
ing by mistake—I want to make it clear—not recognizing that it had 
in the past been restricted data. This means, in effect, that we would 
have to have three categories of information—currently restricted data, 
prior restricted data which is now defense information, and defense 
data. 

To maintain those three classications throughout our system and 
our records would be, as I have stated, a serious administrative burden 
to the point where we believe it would not be helpful to transclassify 
information from restricted data to military security data if it must 
still be handled and controlled in that sense. 

Our purpose here, sir, is not to get you to make it easier to trans- 
¢lassify information, but our purpose is to bring about a situation 
when information is transclassified where there are only two classes 
of information, restricted data and military security data. It seems 
to us that the Congress could trust the joint judgment of the Atomic 
Energy Commission and the Department of Defense not to trans- 
classify any information that might not properly be handled from that 
time out as military security information. And our recommendation to 
you is that you avoid setting up this administrative burden by cre- 
ating a third classification, and that you instead let it be understood 
from this record that it is not our intention and that it would be im- 
proper to transclassify any information from restricted data to mili- 
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tary security except such data as would from that time out be prop- 
erly handled as milit: ary security information in all respects. 

Chairman Corr. You will agree with me, will you not, that if this 
sires is eliminated from 142 (d), we might just as well eliminate 
the provisions of 144 (b) ? 

Mr. Quarues. No: I do not agree with that. 

Chairman Core. Will you consult your counsel and see if he agrees ? 

Mr. Quartes. I would like my counsel to speak to the point. We 
have already consulted, but let us let counsel speak to it. 

Chairman Corr. Mr. Durham. 

Representative Duran. I think the whole point is whether or not 
we get more security out of this provision or get less security under 
the recommendations of the Defense Department. Forgetting now 
about the administrative cost, because we have concern and so does 
the country have great concern about this whole matter, in your opin- 
ion would we get less security or would we get more security under 
the provision if left in or knocked out? 

Mr. Quartes. I would like to say that my proposal in essence would 
not affect security, except to the extent that the more readily a system 

can be administered, the surer you are that security provisions will 
work. TI think that the sysem we propose would be more readily ad- 
ministered than the system proposed in the present bill. It is not any 
part of our thought or intent to weaken security in respect to—— 

Representative Durnam. I am not suggesting that. I am just get- 
ting at the facts here. When you make these suggestions I think we 
should make a determination as to exactly what effect it has on legis- 
lation. That is what I am asking you. 

Senator Pasrorgr. Mr. Quarles, would you mind pointing out the 
language in the act that causes you to create this category ? 

Mr. Quarirs. Not at all, sir. It is the provided clause beginning 
near the top of page 52. If you would like to take a moment to read 
that. 

Representative Hontrterp. Your point there is that that would make 
the Defense Department subject to a formal agreement for coopera- 
tion for releasing anv information of a defense nature to our allies, 
and therefore, if new devices or new methods were invented, pro- 
duced, and ready to be used subsequent to the formal agreement of co- 
operation, you would be handicapped in using them. Is that your 
point ? 

Mr. Quartes. Almost, sir. 

Representative Horirrerp. Too much restricted, in other words. 

Representative Durnam. How can you avoid setting up another 
category of restricted information in dealing with these regional agree- 
ments? Do you not necessarily have to set one up? 

Mr. Quarurs. We have to, of course, agree what restricted data it 
will be appropriate to transmit to our allies, foreign nationals of any 
kind. 

Representative Durnam. And they have to know what that is, of 
course. 

Mr. Quartes. And there are provisions in 123 and 144 (b)—— 

Representative Durnam. That is right. 

Mr. Quarters. Which make it clear that this should be done with the 
utmost care and according to certain standards and all, and there are 
provisions that the Congress will be informed about what is done. 
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Our point here is merely that if information by agreement. between 
the Department of Defense and the Atomic Energy Commission is 
transferred from restricted data «o military security, we would like 
thereafter to deal with it as military data and not as restricted data; 
and we would be willing to be bound not to make any transfer of 
restricted data to military data if it required the speci ial handling of 
section 123 of this act, that is, if it required the special handling you 
provide f for transfer to foreign nationals of restric ted data. 

Representative Durnam. It would primarily place the burden on 
you and not on the allies? 

Mr. Quarters. Oh, it would place the burden entire ‘ly on the Atomic 
Energy Commission and the Department of Defense to determine the 
classification and determine such part of the information on both 
sides, restricted data and military security. We only, of course, trans 
mit a very limited amount of either kind. But it would put the burden 
on the executive department to make this determination, advising the 
Congress of it, and with the President’s determination as provided by 
law in certain cases. 

Representative Durnam. If your recommendation is followed, just 
in a few words, what effect does it have on section 144 (b) ? 

Mr. Quartes. On 144 (b) it permits the Department of Defense to 
proceed in respect to its allies on all military classified information in 
accordance with standard military security procedures, which are con 
trolled by a Joint State-Department of Defense Committee. 

Representative Duruam. In other words, we adopt the military se 
curity entirely and not the security under the Atomic Energy Act or 
under this act; is that correct ? 

Mr. Quartes. No, sir. 

Representative Durnam. It is not? 

Mr. Quartes. We adopt the military security for all information 
that is classified as military security information, but we adopt the 
provisions of this act for all information that is classified as restricted 
data. 

What we would wish to do would be to avoid a third classification 
which said this is now military security information but it used to be 
restricted data. And if we have to identify and manage that third 
classification, it imposes an administrative burden. 

Representative Duruam. You would soon have no restricted data 
under that procedure and have it all under your category; would you 
not ¢ 

Mr. Quar.es. No, sir. 

Representative Durnam. I am trying to get the mechanics of this 
thing in my mind. 

Mr. Quartes. There is no provision in this act for the transclassi 
fication of any kind of restricted data except very limited and special 
parts of the restricted data catego1 y, and all we are saying is that if 
it is proper to transfer that information from restricted data to mili- 
tary security, from that time on it should be military security and 
we should not be burdened by having to remember that it was once 
restrieted data. 

Senator Pastore. Mr. Quarles, is not this actually the situation? 
First of all, you start out with utilization for military purposes being 

restricted. You have got to make a presentation and strike up an 
agreement with the AEC before you can have that declassified. Now 
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once you have got it declassified, then you have to go through it all 
over again, and every time you begin to apply the declassification 
you have to come up with the det ails and the agreement as to what 
you are going to do with it then? 

Mr. Qvarves. That is right, sir. 

Senator Pastore. In other words, it is not a classification that you 
are talking about, you are actually doing the same thing twice. 

Mr. Quartes. That is our problem. May I say, Senator Pastore, 
that when you say “declassify,” to be sure we are understanding each 
other, I mean by that it is removed from restricted data. 

Senator Pastore. And put over into military security / 

Mr. Quarirs. And put into military security. 

Senator Pastore. That is how I mean it too. 

Mr. Quarues. I have used the word “transclassified.” which we 
coined for that process. 

Senator Pasrorr. In other words, it is the second bite of the cherry? 

Mr. Quartes. Yes, sir. 

Mr. Srempter. You would have to have, for example, top secret 
“blue star” to show this was once restricted data and as this data be- 
comes integrated into something else, and then that document would 
have to become top secret, paragraph 3, “blue star.” 

Representative Durnam. Military security? 

Mr. Srempcer. Yes. , 

Chairman Core. I think you should point out there would be no 
limitation on your free use of this as any other military information 
used in foreign countries. 

Mr. Quarters. That is true, sir, but in order to keep control of the 
information, you will have to show this was a piece of information 
that formerly was restricted data and watch it go through the 
channels. 

Chairman Corr. Let me ask if this proviso in 142 (d) is eliminated, 
and if the Commission and the Defense Department agree that in- 
formation which is at the time of the agreement restricted data, no 
matter what it is—if they agree it need no longer be classified as 
restricted and may be classified by the military as defense informa- 
tion, it would be possible for the Defense Department to tell to any- 
body in the whole world, anybody that the Defense Department might 
want to tell it to, to give that information. Is that not correct? 

Mr. Quartes. I am sorry I have to answer categorically. You say, 
“Would it be possible?” And I must say it would be possible. Your 
question, however, asked if it would be possible for the Department of 
Defense and the Atomic Energy Commission in combination to take 
an act which would be imprudent and unwise. 

Chairman Corr. No,no. Iam not saying that at all. 

Mr. Quartes. Moreover, you asked if it would be possible thereafter 
for the Department of Defense to give it to anybody in the world, and 
T must say that it would be possible, but they would be in breach of our 
security laws if they gave it to certain people. 

Chairman Core. I am not raising that question at all. I am just 
asking from the standpoint of the law, would it be legal for any infor- 
mation, however vital it may be, which the Commission and the 
Defense Department have agreed can be removed from the category 
of sentricted data, would it be legal for the Defense Department to 
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give that information to anybody in the whole world that the Defense 
Department might feel justified in giving it to? 

Mr. Quartes. The answer to that, sir, is “No.” 

Chairman Cote. What would stop pies from doing it ? 

Mr. Quartes. The security laws would stop them from giving it 
to people who are potential enemies of this country. 

Chairman Coir. That was in my question. I said if the Defense 
Department felt justified in doing that. 

Mr. Srempuer. I think the same would be, Could we give our top 
secret war plans to anyone we want ¢ 

Chairman Core. Yes. Can you? 

Mr. Srempter. The answer is, within security restrictions and pru- 
dence of—— 

Chairman Corr. Prudence of what is best for the national interest ? 

Mr. Srempter. Of course. 

Chairman Core. In the exercise of a person’s discretion and judg- 
ment. 

Mr. Srempter. And the AEC could give restricted data to a num- 
ber of people they consider 

Chairman Corr. That being so, if this provision is eliminated in 
section 142 (d), we might just as well forget about 144 (b). Without 
that p roviso, it is possible for you to do eve rything that 144 (b) 
authorizes. As a matter of fact, you can go beyond the authority of 
144 (b), because 144 (b) limits you to not te ‘Hing our allies anything 
about the weapons excepting the outside part. But with this proviso 
eliminated, you can tell them about the inside part. And that I do 
not think the people are quite ready to do. 

Mr. Quartes. A condition precedent, sir, for our telling them 
about the inside part of it would be a finding by the Atomic Energy 
Commission and the Department of Defense jointly that the things 
about the inside part of it were not restricted data under this legis- 
lation. I cannot conceive of their making such a finding. It would be 
contrary to this law. It would certainly be contrary to the whole 
spiyit of the administration of national security by both executive 
agencies. 

Senator Pasrorr. Would it help the solution at all, if when the 
decision is made to take this out of the restricted data category, that 
agreement should come back before the joint committee to remain 
on the desk for 30 days before it can become effective? Would not that 
simplify the procedure then? 

The reason why I am saying that is because there seems to be appre- 
hension, which is quite justified, that the people are not being kept 
secure because the matter is being kept away from the joint committee 
of the Congress. 

Mr. Quarts. Senator, it is our thought that in any event the trans 
classification of such information would be reported to the joint com- 
mittee of the Congress in accordance with section 202 of this act. 

Senator Pastore. We have gone all through that, have we not? 

Mr. Quartes. And if you leave the 30- day filing in the act, then it 
would also come to this committee through the 30-day filing provision 
and would rest with this committee in accordance with that provision. 

Senator Pastore. Just so we will understand ourselves better, as 
it stands now, utilization is classified data, but utilization can become 
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unclassified data by a decision made between the Defense Department 
and the AEC. If there is any question there, it goes to the President ? 

Mr. Quaries. Right. 

Senator Pastorr, Now once that takes place, that is conclusive. Yet 
you have reached no point of effectiveness at all because you have got 
to come back and do it under section 123, That is what is disturbing 
you ¢ 

Mr. Quarters. It is disturbing us because it requires us to keep 
records of all the things that have been so changed. 

Senator Pastore. If you could write in the law that once you get 
to the point of taking it out of restricted data that agreement would 
have to come back to the joint committee before it could become effec 
tive, would that not cure your problem ? 

Mr. Stempier. Assuming the proviso were deleted ¢ 

Senator Pastore. Yes, assuming the proviso under 123 were deleted. 

Mr. Srempter. No, 142 (d). 

Senator Pasrore. 142 (d), yes. We are doing the same thing twice, 
and I think we ought to eliminate that. But I do not see how you can 
exclude the compulsion of keeping the joint committee apprised. 

Mr. Quarters. May I say, sir, that the Department of Defense would 
have no objection to informing the Congress of such transclassifica 
tion of material. 

Senator Pastore. I realize that. 

Mr. Quartes. And would agree to do so and, in fact, if it is in the 
law we do it on a 30-day filing basis, we would comply with that. 

Senator Pasrore. I think that actually will cure the difficulty. 

Chairman Coie. I think I recognize the administrative problem 
you would have. If it were enacted the way it is now, it would be 
possible for our own military people to discuss a certain aspect of 
atomic weapons any place they may be in the world so long as it is 
between our own people, but it would be impossible for them to dis- 
cuss that same thing with their field commanders, their counterparts, 
and with our allies? 

Mr. Quartes. Right. 

Chairman Cote. They would have to stop and check up and say, 
“Ts this defense information which I am authorized to tell to my 
colleague here, or is this a particular type of defense information 
which can be given only pursuant to an agreement ¢” 

Mr. Quarters. That is the whole point. 

Chairman Coxe. I think the suggestion Senator Pastore has made 
of submitting such proposals to the joint committee may resolve it. 
At least I am hopeful we can do something that would make it pos- 
sible to avoid that administrative burden, which I see is difficult. 
But I still insist by eliminating that proviso entirely it negates 
144 (b). 

Representative Durnam. At the present time do we have such a 
category ¢ 

Mr. Quarues. No, sir, we do not. We have restricted data and we 
have military security, but do not have a category that says “This 
is now military security, but. it used to be 1 estricted data.” And it is 
the business of identifying such a third category that bothers us. 

Representative Durnam. I should think in dealing with all the 
items that you are dealing with at the present time in research and 
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development you would certainly have something in the same category. 
I do not see how you avoid it in dealing with the Allies. You are 
bound to have some items somewhere. 

Mr. Quar.es. We have no items of that kind now, sir, because there 
have been no transfers from restricted data to military security of the 
kind that we are talking about that we need to follow in the manner 
that would now be prescribed by this bill. 

Chairman Core. What are the mechanics used by General Gruen- 
ther? What is the extent of his authority to divulge, discuss, disclose 
defense information with General Jnin if he were still in command ? 

Mr. Quarters. His authority would be to make such disclosures as 
the State-Defense Military Information Control Committee has au- 
thorized our military forces to make to the military commanders of 
the French forces, to illustrate your point. This would be specific to 
that country, and it would be specific to certain categories of informa- 
tion. This isa very highly organized mechanism at the present time, 
and in our feeling in Defense is a proper and adequate means of con- 
trolling military security information. 

Chairman Corr. Let me ask you, do you anticipate—and I want the 
answer to be rather deliberate—that any of the information, any of the 
data which will be declassified by agreement between the Commission 
and the Defense Department, and therefore transferred from the cate- 
gory of restricted data to the category of defense information, will 
consist of information other than what is contained in 144 (b), which 
has to do with restricted data affecting the development of defense 
plans, the training of personnel in the employment and defense 
against atomic weapons, and the evaluation of the capabilities of po- 
tential enemies in the employment of atomic weapons? 

Mr. Quartes. Admiral Radford, sir, gave a very explicit statement 
to this joint committee in its executive session about the character of 
the information that we would propose to transfer. As I shall bring 
out in discussing 144 (b), we feel that in its exact words, as it now 
stands, it does not give us the latitude to make available to our allies 
all of the information required to be made available to them. So the 
literal answer to your question is that as 144 (b) now stands, we would 
propose to go beyond it in some minor respects, but we would propose 
it to be amended and we would not propose to go beyond the amended 
form. 

Chairman Cote. Even for disclosures among our own military peo- 
ple? 

Mr. Quartes. I thought you asked me about General Gruenther 
disclosing to General Juin. “Maybe I misunderstood you, sir. 

Chairman Corr. I was trying to find if the authority contained in 
142 (d), without the proviso, did not enlarge the area of information 
which might be reclassified from restricted data to defense information 
in an area way beyond the area contained in 144 (b). The authority 
unquestionably is there, and it enlarges the area that information 
might be reclassified. But my question is whether in the exercise of 
that authority the Defense Department would go beyond the limita- 
tions set out in 144 (b) with respect to the area of information. 

Mr. Quartes. I will try to be responsive to your question, sir. It 
is a little bit complicated. 

Chairman Corz. Yes it is. It is still early in the morning. 
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Mr. Quarts. It is still early in the morning. 

142 (d) would authorize the Commission and the Department of 
Defense in their point judgment to transfer information relating pri- 
marily to military utilization of atomic weapons to military security. 
144 (b) contemplates that information relating primarily to utiliza- 
tion of atomic weapons would, as a general category, be the kind of 
information we would need to give to our allies in order to make their 
work effective. So as well as I can answer your question in this off-the- 
cuff manner, I would say that the latitude given us in 142 (d) to 
put this utilization information over under military security would 
not put over under military security more information than one would 
need at one time or another to give one’s allies in order to work effec- 
tively with them. 

Senator Pastore. Would you say 144 (b) is an extension of the area 
of utilization, or would you say it is more or less the same thing said 
in different words? 

Mr. Quartes. 144 (b) relates primarily to utilization. I would say 
that, sir. But it deals—144 (b), deals both with restricted data and 
with military security and sets up provisions for the transfer of both 
kinds of information to allies. Correction, just restricted data. But 
I mean to say it is implicit; there are other arrangements not under 
144 (b) for transferring military security information to our allies. 

Senator Pastore. But in order to crystallize it on the record, you 
do not see yourself being given any more leeway under 114 (b) than 
you would have under the strict definition of the word “utilization for 
military purposes?” I mean, is not that your complaint ? 

Mr. Quaries. We would operate under 144 (b) regardless of 
whether the proviso is left in 142 or is deleted, and therefore I can- 
not directly relate the question of leaving the proviso in or taking it 
out to operation under 144 (b). 

Representative Durnam. I understood you to say, of course, this 
would not meet the requirements, the military requirements in the 
cooperation with the allies, as I understand your statement. 

Mr. Quarters. 144 (b) will not do so exactly as it stands, and I 
should like to comment on that, sir. I have not come to that. 

Chairman Coir. That is your next one. Why do you not go ahead? 
I think we can work out something. 

Mr. Quarters. We can come back to this if you may wish to. 

Representative Duruam. I did not want to move him on, Mr. Chair- 
man, except he did bring in the word “requirement” in the state- 
ment. 

Mr. Quarues. Then addressing ourselves, if we may, to section 144 
(b), which appears on page 54 of the print, under “International Co- 
operation.” ' ' 

As Admiral Radford testified before your committee in executive 
session, there is a body of information which the Joint Chiefs of Staff 
consider necessary to transfer to NATO in order to support our com- 
mon efforts in that area. While there is no intention of transferring 
omportant secrets of how atomic weapons are made much of the 
needed information might relate in some degree to design and fabrica- 
tion of atomic weapons, Section 144 (b) would limit the disclosure 
of restricted data to information relating to external size, weight, and 
shape only. This is too restrictive to meet the expressed requirements 
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of the Joint Chiefs of Staff. Acordingly, it is recommended that the 
prohibition be modified by excepting therefrom communication of 
such data relating to design and fabrication of atomic weapons as the 
President determines to be essential for acc ‘omplishment of the objec- 
tives of section 144 (b). 

Chairman Corr. It just seems as though every time we in Govern- 
ment come to a knotty prob lem that we cannot write down in words, 
we say we will let the President dec ide. And in this field the Con- 
gress 1s hesitant to open the door wide to the discretion of one person. 
I am not challenging the integrity or the discretion of the individual. 
But it does seem we can write into the law words that would describe 
and make possible the thing that you want to be done. We thought we 
were doing it when we said you can tell them about the weauons so far 
as how it looks. Why is it necessary for them to know what it is on 
the inside ? 

Mr. Quartes. It is not necessary for them to know what it is on 
the inside, and we would not propose in any even to tell them what it 
it is on the inside. We do find though, sir, that if you say the three 
words “size, weight, and shape”—and those are the only external 
characteristics of the weapon which we may transmit to our allies 
you have said things that are too restrictive to be practical and that 
do not meet the stated requiremens of he Joint Chiefs of Staff. 

Chairman Core. By that then, your interpretation then is that you 
could not tell them there is a hook on the upper side of the case, if that 
is the fact / 

Mr. Quartes. There might well be. 

Chairman Corer. Or that there is a ring 3 inches in diameter on the 
outside of the case toward the tail. You mean you could not tell them 
that? 

Mr. Quartes. I mean that there are things like that—and I think 
that is what you mean, sir—that it is necessary to tell them about 
the external characteristics of such weapons, that size, weight, and 
shape do not literally embrace. 

Chairman Cote. My understanding of our intent in using this ex- 
pression is that you can tell them anything you want them to know 
about how the thing looks on the outside, how m: iny hooks, gadgets, 
or whatever it may ‘be, but nothing about the inside. 

Mr. Quartes. If I may construe your word “looks” broadly enough 
and how it behaves on the outside, then you and I are talking about 
exactly the same thing, because we are only talking about the external 
characteristics of these things that are militarily important. 

Chairman Coir. You suggested the word right there. Why cannot 
we put in “external characteristics” along with “size, weight, and 
shape”? Would not that meet your purpose? 

Mr. Quartes. I believe it would, sir, although I would like to study 
the word a bit more closely. ; 

Representative DurHam. Do you not think you could give them 
information under on provision as to how to detonate the w eapon ¢ 

Mr. Quarters. No, I do not think I could give them information as 
to how to detonate the weapon under this provision. 

Mr. DurHam. You do not think so? 

Mr. Quarters. That would be my judgment; yes, sir. 

Senator Pasrore. Would it help any—I am merely thinking out 











752 AMEND ATOMIC ENERGY ACT OF 1946 


loud and I do not know what repercussions my suggestion might 
have—if starting with line 17: 

Data relating to the design or fabrication of atomic weapons, except with 
regard to the external size, weight, and shape or the proper utilization thereof. 

In other words, is not the thing discussed here, that this language 
might not be sufficient to give you the effective utilization that you 
want to make? 

Mr. Quarters. That is exactly right. 

Senator Pastore. Now, if you edit the words in there “for the proper 
utilization thereof,” would not that cure your objection without get- 
ting into this matter of fabrication and design ? 

Mr. QuarLes. If you said “with regard to the external character- 
istics or qualities” and left out the three specific external character- 
istics—the size, weight, and shape—or use those merely as illustra- 
tions, then I think we are getting at our point; yes, sir. 

Representative Duruam. Let me pursue this a little further. 

Chairman Cote. We are not going to settle anything right now. 

Representative DurHam. See if you can answer my question cate- 
gorically. I think it is important. Do you not think the word 
“utilization” would cover the question I asked you in regard to 
definition ? 

Mr. Quartes. It might very well do so, but I do not understand 
that 144 (b) gives us the right to transfer to allies utilization infor- 
mation that is restricted data. 

Representative Durnam. You do not think that does that? 

Mr. Quaries. I would have to read it perhaps more closely, but 
that is my understanding. 

Representative DurnAm. All right. Perhaps I am wrong. 

Chairman Coxe. 143. 

Mr. Quartes. Passing now to section 143, which is on page 52, 
“Dep: irtment of Defense - Participation.’ 

The last proviso of this section would require the Secretary of 
Defense to make a finding that the Department of Defense security 
procedures and standards are adequate and in reasonable conformity 
to the standards established by the Atomic Energy Commission. This 
section adds nothing to the existing statutory responsibilities of the 
Secretary of Defense for the security of military secrets and in our 
recommendation should be deleted. 

Chairman Cote. You say it adds nothing. I assume by that you 
mean that that is what the Secretary of Defense is already doing, 
and if he is already doing it, then pray tell me what harm is there 
to put in the law that he shall continue to do it? 

Mr. Quarurs. The law does not say he shall continue to do it; it 
says he shall find he is doing it. And it seems to us that this is expr ess- 
ing the thing in a way that is not appropriate, nor does it accomplish 
a useful purpose in the law. 

Chairman Cote. What words do you suggest we use instead of 
“finding” ? 

Mr. Quarters. My suggestion, sir, is that you omit the phrase 
altogether. 

Chairman Coir. You said that before. I realize that. 

Mr. Quarters. I have no suggestion of a way to say this thought 
in a better way. 
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Chairman Corr. You see originally, what was in the bill was that 
the Commission would have to be satisfied with the security meas- 
ures and safeguards of the Defense Department before this informa- 
tion was going to be turned over. Now, the Defense Department in 
its independent judgment resisted the imposition of that kind of con- 
dition, and I think quite properly so; and we corrected it by saying 
that the Defense Department would have to have comparable meas- 
ures to protect this information with the measures taken by the AEC. 
That is why we put it in in this fashion. I admit it is a bit awkward 
and silly for the Secretary to be required to find he is doing something. 

Mr. Quartes. To be required to find that he is doing something 
which the law charges him with doing in a manner that is equivalent 
to what another executive department is doing. I feel this is just 
carrying the matter beyond a useful or constructive point, and we 
suggest that you omit it on that basis. I do not represent this to be a 
very serious point to the Department of Defense. 

Chairman Cote. It is more a matter of departmental pride than 
actual difficulty of practice. And I am not criticising the Depart- 
ment for having that pride. It is quite proper. If I were Secretary 
of Defense, I would have. 

Mr. Quartes. I think you would have. 

Chairman Cote (reading) : 

By golly! I will run my own shop and make my own security safeguards, and 
they will be as good, if not better, than any other department. 

What is the next one? 

Mr. Qvuar.es. Shall I proceed, sir ? 

Chairman Corr. That is what 1 am suggesting. 

Mr. Quarues. There are several other sections which we believe 
require clarification or editorial modification, namely : 

It is noted that the term “person” in section 11 (n) now refers to 
any “Government agency other than the Commission” and therefore 
includes the Department of Defense. Although section 109 excludes 
the Department of Defense from licensing requirement, it appears 
that the word “person” in sections 57 (a) (1), 57 (b) (2) might give 
rise to uncertainties in this area which would be removed if “Depart- 
ment of Defense” were inserted after “the Commission.” So that 
both agencies would be excluded from the “person” definition. 

Representative Hinsuaw. You are considering that now in sec- 
tion 11 (n)? 

Mr. Quartes. Yes, sir. 

Representative Hinsuaw. If the words “Department of Defense” 
were inserted after “the Commission” in section 11 (n) ? 

Mr. Quartes. That is the only suggestion; yes, sir. 

Chairman Cote. And that would make it possible for the Depart- 
ment of Defense to engage in the production of fissionable material. 

Mr. Quartes. As the law provides under certain conditions that it 
would be authorized to do; yes, sir. 

Chairman Corr. Well, those other conditions would be wiped out 
if the Defense Department were exempted from the definition of 
“person” in the same way that the Commission is exempted. 

Representative DurHam. That is exactly why we put it in. 

Mr. Srempter. Section 91 (b) allows the President to direct and 
authorize the Department of Defense to go into this thing, and our 
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assumption is that 91 overrides the prohibition of “person” in which 
we are prohibited. It is just a question your sts aff can look into to see 
if we are not caught up in a peculiar style where we cannot do that 
which is intended to be done. 

Representative DurHam. You mean to say the intention in—what 
section ? 

Mr. Srempcer. Section 91 deals with the military application of 
atomic energy, and it permits the President to direct the AEC—— 

Representative Durwam. To get into the production of fissionable 
material ? 

Mr. Srempter. To authorize the Armed Forces to manufacture, 
produce, or acquire any atomic weapon or utilization facility for mili- 
tary purposes. That is an exact carryover from the present law. 

Representative Duruam. I do not think that goes so far as to say 
it puts you into production of fissionable material, that puts you into 
production of weapons. If it has that intent, I would certainly like 
to have it clarified before it is ever made law. 

Chairman Core. It is the weapons. 

Representative DurHAm. Surely, and not a reactor. 

Mr. Sremeter. No. 

Representative Hinsnaw. Wait a minute. Let us get that clear, 
because on lines 20, 21 and 22 on page 39, they would— 
authorize the Armed Forces to manufacture, produce, or acquire any utilization 
facilities. 

Now that is a very broad term. 

Chairman Cote. That is not a production facility. 

Mr. Quarries. The utilization facilities we have in mind, sir, partic- 
ularly would be reactors used to propel submarines or ships or air- 
planes or something of that kind. This would not be a production 
facility, as the chairman points out. 

Mr. Stemeter. This section is exactly a carryover from present law. 

Representative DurHam. That is right. 

Mr. Quarters. May I say in respect to this point that we are merely 
seeking clarification. If the committee concludes that the wording of 
the bill as it now stands is unambiguous in this respect, that is the only 
point we wish to make. 

Chairman Corg. I can only speak for myself, but I think the think- 
ing of the committee is that the Defense Department will not engage 
in the business of producing fissionable material. We have another 
agency in Government for that purpose. By excluding the Defense 
Department from the possibility of producing fission: rble material, it 
continues and insures a supervision, direction of production of fission- 
able material by civilian agency of Government rather than military. 

Senator Pastorr. That is the reason why it is there. 

Mr. Quartes. It was not our purpose in this suggestion to secure to 
the Department of Defense the right to produce fissionable material, 
and if this suggestion would have that effect, we withdraw it. 

Chairman Corz. Proceed, Mr. Quarles. 

Mr. Quartes. Section 123 (a) (3), which is on page 48, provides 
that— 


a guaranty by the cooperating party that any material to be transferred pur- 
suant to such agreement will not be used for atomic weapons, or for research 
on or development of atomic weapons, or for any other military purpose. 
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ft is our understanding that the word “material” as used above does 
not encompass information. Moreever, in this same quoted section of 
the bill, since research, by definition, is not tied to a design objective, 
we suggest that the phrase “research on or” be omitted: so it would 
pig “be used for atomic weapons, for deve ao nt of atomic weapons, 

* for any other military purpose.” These, I may say, sir, are very 
minor editorial points that we merely offer for what they are worth. 

In sections 91 and 109, delete the words “Armed Forces” and sub- 
stitute in lieu thereof the “Department of Defense.” This will bring 
the wording in consonance with Reorganization Plan No. 6. 

Chairman Core. Would you indicate on page 91 just where that 
appears ¢ 

Mr. Stempcer. Section 91. 

Chairman Core. Section 91. 

Mr. Quarters. On page 39, lines 18 and 20, both refer to the Armed 
Forces, authorizing the Armed Forces and so on. We believe that the 
“Department of Defense” is intended and merely suggests that words 
be used. 

Chairman Corr. This is the only two places? 

Mr. Quartes. Section 109. 

Mr. Stempier. The exemption from licensing? 

Chairman Corr. Page 47, line 9? 

Mr. Qvartes. Right. 

Chairman Corr. And 11? 

Mr. Quaries. Yes. Those are all the suggestions we have, sir. 

Chairman Corr. Are there questions from members of the com- 
mittee to Mr. Quarles? 

Representative HtnsHaw. I would like to ask Mr. Quarles what 
necessity there may be so far as the Defense Establishment is con- 
cerned for the language contained in section 91 (b) (2) beginning on 
line 20, page 39, and extending through line 22. 

Mr. Quaries. Mr. Hinshaw, you asked me in respect to that sen- 
tence what, please? I did not quite get the question. 

Representative Hinshaw. What need is there for any such language 
being in the act? 

Mr. QUARLES. We have thought all along that there would be ele- 
ments of this program which, as time goes on, the President and the 
Commission, with the knowledge and consent of the Congress, would 
see fit to transfer from the Commission to the Department of Defense. 
For example, as to utilization facilities, there are the reactors that 
we would use in propulsion of ships, airplanes, and the like, and for 
other purposes, power generation. And there are probably other situ- 
ations in which portions of the thing now comprised w ithin the defini- 
tion of manufacture, production, and acquisition of utilization facili- 
ties and so on would properly be transferred to the Department of 
Defense. We believe that it is proper that the Congress give the 
President authority to make such transfers when in his judgment 
they are proper. 

epresentative Hinsuaw. As I understand that language under 
this phrase (2), if it were to be exercised by the President, the Presi- 
dent would have the authority to practically turn over the entire 
operation conducted heretofore by the Atomic Energy Commission 
to the Defense Establishment, including plants and utilization fa- 
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cilities—liquidate the AEC except for its isotope business and what- 
ever. 

Mr. Quarues. I would not read the words that broadly, sir. This 
is “to manufacture, produce, or acquire any atomic weapon or utiliza- 
tion facility.” This does not embrace the production of special nu- 
clear material, and it only embraces the production of such elements 
of atomic weapons as the President would determine to be better 
produced by the Department of Defense. 

Representative Hinsuaw. They have that authority now under 
the general authority of the Defense Establishment. They can pro- 
duce any nonnuclear portion of any weapon. 

Mr. Quartes. Yes, but this would make it possible for the Presi- 
dent to authorize the Department of Defense to produce things that 
are now considered to be part of what we call the atomic warhead or 
the nuclear portion of the weapon, not, however, including—not nec 
essarily including special nuclear materials. 

Representative Hinsuaw. “Not necessarily” is a sort of hedge on 
terms. Actually your statement just previous to that, if expanded 
to the ultimate, would include the authority to the Armed Forces 
to manufacture the nuclear material, which, of course, is the entire 
function and entire business that is presently engaged in by the 
Atomic Energy. Commission. 

Mr. Quarters. We get here, sir, I am afraid, into classified area 
which is difficult to discuss. But I can only say that it is no part of 
the Department of Defense plan or intent to get into the kind of 
thing that I believe the Congressman is referring to. 

In connection with these nuclear propulsion systems there are 
things which the Department of Defense in owning and operating 
such systems must do, which would require some of the authority that 
is inferred by the clause. Whether one would need to have all of 
that authority to the maximum degree it could be extended, I am not 
prepared to assert that we do need to have all that could be granted 
under that. 

Representative Hinsuaw. I am merely suggesting that that is a 
phrase that is open to a great deal of interpretation, depending upon 
the desire of the person to interpret it at the time. And just as you 
suggest, 1f you do not need all the authority that it contains, it cer- 
tainly should be restricted to the authority that the Defense Estab- 
lishment does need. 

Representative Hotrrretp. Will you yield on that point? 

Representative Hinsnaw. Yes. 

Representative Howirieip. It occurs to me that all of the section 
could be stricken after the word “defense”, and then after the word 
“weapons” in line 18 insert the words “or utilization facilities.” Then 
it would read: “The President from time to time may direct the Com- 
mission to deliver such quantities of special nuclear material or atomic 
weapons or utilization facilities to the Armed Forces for such use as 
he deems necessary in the interest of national defense” period. And 
then the question ‘of putting the Defense Department into the busi- 
ness of manufacturing reactors and all the other devices which are 
contained in the words “utilization facility,” according to our defi- 
nition, that controversy would not arise, and yet the Defense De- 
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partment would have access to everything that they need. I suggest 
that that solution be used in that particular paragraph. 

Mr. Quaries. We would like to study that further, because I be- 
lieve if we go quite a sfar as the Congressman has proposed there, it 
would actually bar things that appear to be necessary in the working 
within the Executive Department under this act. 

Representative Hinsuaw. Of course, we understand that personali- 
ties are not involved in a deal like this, personalities presently in 
office, or personalities that might in the future be in office. We are 
maa ing a title only and not a man. 

Mr. Quartes. Of course. 

Represent: itive Hinsnaw. And we are, we think, proposing to re- 
write this act for a long period of time. Now the whole concept of 
the McMahon Act, I believe, was the civilian control of atomic energy, 
and I believe that that is the intent at the present time—to continue the 
idea. But under this subparagraph 2, or subphrase 2, whatever you 
want to call it, as I read it and as I interpret it, the entire AEC setup 
could be transferred to the Department of Defense. You read it again 
and study it, and I think you will agree with me. 

Representative Hotirieip. That is right. 

Representative Hrnsnaw. Under the orders of the President, from 
time to time he may direct or authorize the Armed Forces “to manu- 
facture.” Now that includes manufacture of all components of an 
atomic weapon, because it says “atomic weapon,” and therefore in- 
cludes all components, including the nuclear core. 

Chairman Corr. Permit me, for the record and for those who may 
not be familiar with the provisions of present law, to read from sec- 
tion 6 of the present act. 

The President from time to time may direct the Commission (1) to deliver 
such quantity of fissionable material or weapons to the Armed Forces for such 
use as he deems necessary in the interest of national defense or (2) to authorize 
the Armed Forces to manufacture, produce, or acquire any equipment or device 
utilizing fissionable material or atomic energy as a military weapon. 

Representative Hinsuaw. That isa very different subject. You are 
talking about some very different subjects now. That talks about 
equipment to utilize for weapon purposes. That does not include to 
manufacture a weapon. 

Chairman Cotz. I do not read any authority in this proposed bill in 
subparagraph (b) of section 91 as authorizing the Armed Forces to 
engage in the manufacture of weapons. 

Represent: itive Hinsuaw. I do. I can directly read into the law 
that authority, as my interpretation of it, and I suggest that we not 
engage in discussion at this point in committee, but that we wait until 
executive session to discuss it. Then we can go into it thoroughly. 
But I think that Mr. Quarles will agree with me that it can be read 
into this subparagraph (b), item 2, that the whole AEC business 
could be authorized to be turned over to the Defense Establishment by 
the President. 

Mr. Quarters. This is an interpretation that we had not actually 
given the wording. We had interpreted the new wording as merely 
a rephrasing of the present law, and we are not advocating a broad- 
ening of the Presidential authority under the present law. This may 
require some reexamination of the words, but at least that is our point 
of view. 
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Representative Duruam. It all depends on the definition of “utili- 
zation facility.” If we can define that word and agree on a definition, 
I can agree with the change. Otherwise I think I would want it 
specifically defined by the Department of Defense for the record. 

Mr. Stemprer. It is defined in the proposed bill, I believe. 

Representative Duruam. Do you think it is? 

Mr. Stempier. Yes; it is on page 9. Well, at least a definition is 
contained there. 

Representative Durnam. I know the definition is contained. I do 
not know whether it is defined. 

Mr. Quar.es. The point that Congressman Hinshaw has brought. 
up is a new point, Mr. Chairman, from our standpoint, I state, so that 
there be no misunderstanding on our position, that we are not urging 
a wording in respect to the paragraph under discussion that goes 
beyond the Presidential authority in the present law. 

Chairman Core. That is all this does. 

Mr. Quaries. Well, that is the way we have read it, but that per- 
haps calls for closer scrutiny. 

Representative Hinsuaw. I would like your comment after giving 
it study as to whether or not you believe with me that it does give 
extra authority over the McMahon Act in respect to the manufacture 
of all components of atomic weapons. 

Mr. Quartes. We will study it, sir, and give you our opinion on it. 

Representative Duruam. The definition of the utilization facility, 
any equipment or device, is wide open, because that can mean any- 
thing. 

Mr. Quarks. It does exclude, does it not, special nuclear material 
and production facilities? 

Representative Durnam. Yes. 

Chairman Coe. Surely. 

Are there other questions of Mr. Quarles? 

If not, Mr. Quarles, we thank you again for coming down 

Mr. Quartes. Thank you very much. 

Chairman Coir. We are happy to find ourselves in such 
agreement. 

Mr. Quaries. We are very pleased too, 

Representative Durnam. Mr. Chairman, I think it would be help- 
ful to the committee, since they have made some suggestions here in 
the hearing, which are quite difficult to get here, if the Defense Depart- 
ment would submit to the committee the ch: inged language in chron- 
ological sequence so we will have it before us. 

Mr. Srempter. I think you will find precise language in the state- 
ment. 

Representative Hortrime.p. I want to ask this question: I think you 
have made a very fine statement and I find myself in accord with a 
great deal of it, although I do not think you quite conceive the diffi- 
culty we are having in writing some of the language. But I do want 
to ask you this question: Some of these suggestions you have made 
are quite important, and it is the considered sense of the Defense De- 
partment that they should have consideration by this committee? 

Mr. Quartes. Yes, sir. 

Representative Hortrrerp. And you will furnish us that language, 
if language has not been furnished us, that will implement your sug- 
gestions for the committee’s informationu ? 
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Mr. Quartes. Well, sir, we will, and we would appreciate very much 
the opportunity, if the committee agrees, to have our staffs continue 
to work closely in at least doing everything they can in working this 
out. 

Chairman Corie. Thank you very much, Mr. Quarles. 

Representative Horriecp. Mr. Chairman, at this time I would like 
to bring up a couple of matters that have to do with the further pro- 
gram of the committee for the d: ay, and possibly extending thereafter. 

Chairman Cote. We have another witness. 

Representative Hourrretp. Yes; I know. 

In this morning’s paper there was some information which was 
drawn from statements of Mr. Smyth and Mr. Murray and some 
interviews on the same subject with Mr. Zuckert, regarding the 
testimony which was released to the press yesterday but which was 
not given before this committee due to the inability to get them on 
the stand. 

Now it seems like to me, in view of the fact that one side of the 
story has already been released to the press, that the committee 
should move to put all of these principals on the stand os after 
noon when the AEC arrives and give Mi r. Strauss and Mr. Campbell 
a chance to tell their side of the : story, and also give us a chance to 
receive formally and officially Mr. Smyth’s and Mr. Zuckert’s and 
Mr. Murray’s testimony. I suggest, sir, that further consideration 
of the detailed sections of the Commission’s presentation be post- 
poned and that they be made the first order of business by the com- 
mittee when the AEC ap pears before us after the next witness. 

Chairman Cote. That is just about the order contemplated. 

Representative Hotiriexp. I had not discussed this. 

Chairman Corr. But I think I should say in connection with the 
premature release of the statements of Dr. Smyth and the others 
which Mr. Holifield has made reference to, that release was not 
done by the committee or by the committee staff. The statements 
were on the table or in the room where the Commission members 
were sitting. I was told afterward by Dr. Smyth that some of the 
reporters came up and helped themse Ives to a copy of his statement 
at a time when it appeared as though Dr. Smyth would be heard 
by the committee, and that thereafter it was understood that some 
members of the press had received the statements, and the staff 
people here did distribute the statements then to the press generally. 
It was one of those unfortuante developments where we cannot 
valculate the time and know in advance for a certainty just when 
a witness will be reached or a statement will be heard by the com- 
mittee. It was not intentional. 

I think your suggestion is quite right and this afternoon we do 
plan to have the Commission down and talk about section 21. 

Representative Howirtexp. | meant no criticism of the way the 
matter was released, because I realized it was, as you say, one of 
those things which was unpreventable, and I certainly did not mean 
mean to criticize the members of the Commission on that point. 

Now I want to make another point of business before the com- 
mittee, Mr. Chairman, and I ask permission at this time to read a 
very short statement on the part of Mr. Price and myself in regard 
to further business of the committee which I think should follow 
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section 21. I merely offer it for the consideration of the committee 
at this time, and I do not ask for a decision on it at this time, but 
I would like to have it as a matter of record. 

With your permission, I would like to read just a brief statement. 

Chairman Core. Go right ahead. 

Representative Ho.irimetp. Mr. Chairman, section 164 of the 
pending bill will give authority to the Atomic Energy Commission 
to modify or confirm existing electric-utility contracts such as the 
25-year contracts with the Ohio Valley electrical group and the 
Elotrie Energy, Inc., group. It also gives to the Atomic Energy 
Commission authority to enter into new contracts for electric utility 
service for 25 years. 

1 might say here, as an interpolation, that I realize this is carry- 
over language we adopted in our committee last year. 

In view of the fact that this pending draft seeks to drastically 
change existing law, in view of the problems which will arise and the 
record which has occurred in the Commission, I believe that special 
attention should be given to this function of the Commission. 

For the past 2 weeks, I have been studying some of the facets of 
the two existing contracts and the new contract which is now in nego- 
tiation between the Atomic Energy Commission and the Dixon- Yates 
group for some 600,000 kilowatts in the west Memphis area 

I have obtained information from the offices of the General Ac- 
counting Office, the Tennessee Valley Authority, the Atomic Energy 
Commission, and other sources. 

On June 1, 1954, the esteemed junior Senator from Tennessee, the 
Honorable Albert Gore, made an extended speech on the floor of the 
Senate. During this speech, he asked some very interesting questions 
regarding the Atomic Ener gy Commission’s present negotiations and 
past actions. He made some very pertinent statements regarding the 
“independence” of this independent agency, the Atomic Energy Com- 
mission. 

A full-page ad, sponsored by the Citizens for TVA, a highly reputa- 
ble group whose home office is in Nashville, Tenn., appeared in the 
Washington Post. It is a full-page ad. I hold it here in my hand. 
It was critical of the Atomic Energy Commission’s contract with the 
Electrical Energy, Inc., group. It called this contract the Ebasco 
Fiasco—a use of the initials of the contractor company, the Electric 
Bond & Share Co., and the costly blunders which resulted in the fir- 
ing of EBASCO by Electric Energy, Inc. 

I understand further that EBASCO is now associated with the 
Dixon-Yates group with which the Atomic Energy Commission is 
negotiating. 

Mr. Chairman, if the public charges are sustained, and if the ques- 
tions asked on the Senate floor are not satisfs actorily answered, there 
can be but one conclusion. 

The Atomic Energy Commission has failed to justify the special 
authority for contracting utility services as authorized by the Mc- 
Mahon Act, and as now contained in the Cole- Hickenlooper bill. 

If this conclusion is valid, section 164 should be stricken from the 
bill and this function should be discharged by the General Services 
Administration, or other appropriate agencies of the Government. 

Mr. Chairman, I now suggest that hearings be started on this mat- 
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ter—which is now a matter of legislative and public interest, and 
which is a matter of direct pertinence to the pending bill. 

I want to add, Mr. Chairman, the Atomic Energy Commission is 
the largest single user of electricity in the world. <A single mill 
difference in the kilowatt-hour cost of power can mean added cost to 
the Government of 40 to 50 million dollars a year. 

The Atomic Energy Act authorizes the Atomic Energy Commis- 
sion to negotiate contracts for electrical energy for use in its own 
plants. 

The proposed 600,000-kilowatt-capacity contract being negotiated 
with the Dixon- Yates group is not for energy to be used in its own 
ylants. It is apparently for firming up power needs of the Tennessee 
Valley Authority in an area several hundred miles from the Padueah 
and Portsmouth facilities. 

It appears to be an administrative device to use the Atomic Energy 
Commission for purposes neither contemplated nor authorized by the 
Atomic Energy Act. 

I see no reason why the Atomic Energy Commission should be 
come a vehicle for promoting the aims of the public utilities in their 
fight against the Tennessee Valley Authority and other Federal power 
projects. 

Mr. Price and I think that this is a matter of importance and it is 
contained in section 164 of the bill. We therefore would like to suggest 
for the consideration of the committee this matter is of such primary 
importance, due to the fact that the deadline on appropriations, I 
believe, according to the Senate report, is June 10—I have been told 
that June 7 is the last day on which estimates can be given to the 
Senate committee. I am not sure this is correct and I therefore say 
it is a matter of urgency, a matter concerned with the bill, and I would 
like to propose that the committee consider this and call witnesses 
before it, first beginning with the Atomic Energy Commission and 
then other witnesses who are concerned by this matter. 

Chairman Cote. Very well, the committee will decide to what extent 
it wants to inquire into the matter the gentleman has raised, and of 
course very properly. It is one of the factors the committee will have 
to determine. 

The witness we have now scheduled for this morning is Mr. Brad- 
shaw, representing the Department of the Interior, the Bureau of 
Land Management. Mr. Bradshaw is assistant chief counsel. 

Mr. Bradshaw, I am sorry for the necessity of keeping you waiting 
so long. 

Mr. Brapsuaw. That is quite all right. 

Chairman Cote. We will be glad to hear your statement, and I hope 
you particularly will direct your attention to those sections of the 
bill, 67, 68, and 69, relating to mines, mining, and so forth. 


STATEMENT OF C. R. BRADSHAW, ASSISTANT CHIEF COUNSEL, 
BUREAU OF LAND MANAGEMENT, DEPARTMENT OF THE 
INTERIOR 


Mr. Brapsuaw. That is right, sir. Section 67 relates to operations 
on lands belonging to the United States. I am not sure in my own 












































762 AMEND ATOMIC ENERGY ACT OF 1946 


mind whether that section was intended to cover public lands, so-called 
lands of the public domain, or only lands which bw been acquired by 
the United States and are not part of the public domain. The reason 
I am not sure is because the next section is specifically related to 
public lands. 

Chairman Coz. I judge you do not have a prepared statement, Mr. 
Bradshaw. 

Mr. BrapsHaw. No, sir; I do not. 

If section 67 is intended to relate to public lands, I should like to 

call the attention of the committee to the fact that on most public 
lands fissionable source material would be subject to location under 
the United States mining laws, and a provision for leasing the mate- 
rials would not be necessary. 

Representative DurHam. Why would they not? You could not sell 
to anybody except the Government, could you ? 

Mr. Brapsuaw. That is right, but the question arose some time ago 
under the present Atomic Energy Act whether fissionable source ma- 
terials could be located. There was never any question but what 
minerals, valuable in themselves, which contain fissionable source 
material could be located under the United States mining laws, but 
under section 5 (b) (7) the fissionable material would be reserved to 
the United States. But the Department of the Interior about 4 
years ago informed the Atomic Energy Commission that in its opinion 
fissionable source material itself could be located under the United 
States mining laws on the theory that while the material itself be- 
longs to the United States and would have to be reserved in any 
patent, the person who acquired title to the land would have authority 
to mine the material and dispose of it according to the directions of 
the Commission. 

Representative Duruam. Certainly section 67 applies to public 
lands because it says— 

Operations on lands belonging to the United States. 


Mr. BrapsHaw. I would say it is broad enough certainly to include 
all lands belonging to the United States. 

Representative Douruam. I am sure of it. That is the intent of 
the legislation. But just how would this provision affect the present 
jpaeeeiClie under the mining laws? 

Mr. BrapsHaw. It would affect the operations under the mining 
laws only to the extent that the Commission saw fit to lease the de- 
posits in the lands. If the Commission did not lease, then they would 
still be open to location under the mining laws. But under this 
authority the Commission could adopt a general leasing system for 
all of the public lands if it so desired, I would s say, and could proceed 
to lease. 

Representative Duruam. It would not affect prospecting or opening 
up of mining or anything, would it? 

Mr. Brapsuaw. Only to the extent that the Commission took juris- 
diction under this section and leased the lands. Of course, if the 
Commission issued a lease, I would say that would withdraw it from 
location under the mining laws—in other words, if the Commission 
determined that it was preferable to lease the deposits to having them 
located under the mining laws. 
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Representative Dunnam. Then they would operate under the di- 
rection of the AEC and not under the direction of the Interior De- 
partment ¢ 

Mr. Brapsuaw. That is true, although, strictly speaking, the min- 
ing locations are not under our jurisdiction. In other words, under 
the mining law any person who goes on the public domain and finds 
a mineral can make a location, record it in the county record, and 
proceed to mine and appropriate the minerals without coming to the 
Department of the Interior at all. 

Radivsdtedalires Duruam. With whom do they make a contract? 

Mr. Brapsnaw. The law gives him the free right to go out and dig 
the minerals on public lands. All he has to do to protect his right 
against other people—not against the United States, but against other 
locators—is to file a location in the county recorder’s office. He does 
not have to come to us unless he wants a patent to the land. 

Representative Duruam. You mean a fellow can go out in the 
public lands and stake off a claim and discover a gold mine which will 
produce $10 million worth of gold and still operate it? 

Mr. Brapsuaw. Yes, sir; - and can take all the gold out and go off 
and abandon the land and never say a word to the Government. 

Representative Durnam. That is new to me. 

Representative Hoxirmeip. Mr. Chairman, I was talking with the 
staff, I regret to say. Would the gentleman just repeat briefly the 
point he made? 

Mr. Brapsnaw. The point I was making is that section 67 appar- 
ently would authorize the Commission to adopt a mineral leasing 
system covering the public domain under which people who wanted 
to develop fissionable material would have to come to the Commission 
for a lease. I think that is a possibility. 

Now the situation, so far as I know it—and I suspect the members 
on the Commission are much better informed than I am, but we do 
come in contact with operations out on the public land—as I under- 
stand the situation in Colorado and Utah and small parts of New 
Mexico and Arizona, prospecting is very expensive and many more 
times is unsuccessful than is successful, and even when it is successful, 
the finds are not always large. You na stories of one person or 
another making several million dollars, or finding several million 
dollars’ worth of minerals, but there are many, many more cases, as 
I understand it, where either they find small quantities of minerals 
and then have to go and expend a lot of money looking for other 
deposits, or they do not find anything. 

Under the mining laws, of course, a locator can go out and make 
a location. If he finds something, it is all his. He can sell it all, and he 
is not under obligation to pay any royalty or anything to the United 
States. And if it is the policy, as I understand it to be, to encourage 
the development of fissionable source materials, it would seem to me 
that it would be much preferable to proceed under the mining laws 
as far as the public lands are concerned than under a leasing system. 

Now let me say this: that the Commission in the past has considered 
that it had authority to issue leases on the public lands in those cases 
where the public uand were withdrawn from mining locations for 
one reason or another, but the Commission, in recognition of the dif- 
ficulties attendant on mining and of the expenses that the miner 
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has to go to, and his frequent lack of success, have seen fit to issue leases 
without requiring any royalty. That is where the land is withdrawn. 
lor example, if there ts an oil and gas lease on the land, that automat- 
ically withdraws it from mining location. The Commission has issued 
leases for uranium mining on those lands, but they have not provided 
for any royalty. In effect, they have tried to make their leases con- 
form as nearly to the provisions of the mining law as possible, so as 
to make it as easy as possible for the miners. 

The miners in that area are accustomed to proceeding under the 
mining law, they are not accustomed to leasing. I understand even 
with the very liberal terms, which in fact are extremely liberal terms, 
of the Atomic Energy Commission, the miners did not like it so well 
anyway. Iam not sure whether that impeded prospecting or not, 
but it certainly did not help any. 

Representative Durnam. Will the gentleman yield ¢ 

Representative Honirrenp. Yes. 

Representative Duruam. That is just the point, is it not, bec ‘ause 
under the mining laws a man might go out there and discover a big 
lump of uranium and he would not necessarily have to report it to 
anybody, he could hold it in abeyance for an indefinite time, could 
he not, under your mining laws? 

Mr. Brapsuaw. Yes, he could. He could do this. 

Representative Durnam. And not develop it. So under this pro- 
vision he would have to report to somebody. 

Mr. Brapsuaw. I have yet to hear of the first case where a man 
found a valuable deposit of minerals he could sell and make money 
out of and held it in reserve. 

Representative DurHam. That is all true, but just in case one wanted 
to do this, until the law is changed, maybe they did not have to neces- 
sarily develop it. 

Mr. BrapsHaw. He would not have to develop it. That is true. 
However, he is required under mining law to do a certain amount of 
work each year. While that is somewhat nominal, it does require that 
he pay constant attention to his prospect or if he does not, somebody 
else can come along and relocate it. 

Representative DurHam. But he does not have to report to anybody 
for his discovery at all. 

Mr. BrapsHaw. Not to the United States. 

Representative Durnam. Not the United States? 

Mr. Brapsuaw. That is right. 

Representative DurHam. I think that is, of course, one of the loop 
holes. 

Representative Hottrtetp. I was just looking this up, Mr. Durham, 
and I believe I will ask the counsel—there is a section in the bill which 
allows Commission to go on property and explore by paying certain 
rights to the owners, where they have reason to believe that uranium 
exists. Will you please call that section to my attention ? 

Mr. Norris. Section 66. 

Representative Hrnsuaw. And I might add, Mr. Holifield, section 
65 requires the reporting to the Commission of any ownership, pos- 
session, extraction, refining, shipment, or other handling of source 
material. 
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Representative Horirrerp. So I think that point is pretty well taken 
care of in section 65 by the reporting section and by lines 13 to 15, 
where it says: 

Just compensation shall be made any right, property, or interest in property, 
taken, requisitioned, condemned, or ‘Se ‘rwise ‘acquired under this section 

Representative Durnam. The question he raised was w hether or not 
this applied to public lands. 

Representative Hotirrevp. I think it does. 

Mr. BrapsHaw. I think it undoubtedly does 

Re ‘presenti itive Hourrietp. My underst: anding is it does. 

Mr. Brapsuaw. The reason I raised that question is because the 
title of the 2 seetions—1 is on lands belonging to the United States, 
and the next purports to deal with public lands, which seems to draw 
a distinction between the 2 

Representative Houirie_p. I get your point now. 

I want to ask you, on this matter of increasing incentives for pros 
pecting, is it not a fact that uranium, because of the price incentives 
and because of Government encouragement for prospecting, is in 
preferred position now compared to other minerals ? 

You see the Government guarantees a price for it, the Government 
even offers a bonus for the discovery of it. 

Mr. BrapsHaw. That is rather a broad question, and frankly I do 
not think I would be quite competent to answer it. 

Representative Hotirietp. But they do pay a high price, and I have 
been informed that there are boom towns springing MP on the Colo- 

rado plateau as a result of the rush of prospects to find uranium 
cara. 

Mr. Brapsuaw. I was going to say there is no dearth of prospectors. 
So it is quite evident that they consider it profitable, if they find 
anything. 

Representative Hoxtrievp. I think the plea that it would mate- 
rially increase prospecting is subject to some challenge, although it is 
speculative. I will admit that. 

Mr. Brapsuaw. Of course, prospecting now is done under the 
mining law and not under a leasing system. I would assume with 
the present makeup of the C ommission that if they adopted a leasing 
system, they would probably not charge, not collect a royalty under 
the lease. “But obviously this is permanent legislation, ‘and if this 
were utilized as a moneymaking proposition, it might deter pros 
pecting. 

Representative Hinsuaw. Of course, Mr. Bradshaw, as far as roy- 
alty is concerned, the only customer that these prospectors or miners 
might have is the United States, and it would be silly to collect a 
royalty. 

Mr. Brapsuaw. Perhaps. However, let me say this: We do make 
withdrawals of land for the Atomic Energy Commission to prospect 
itself. The Commission itself is doing a lot of prospecting in addi- 
tion to what the miners are doing. Now when the Commission pros- 
we and finds deposits, the Commission leases those deposits and 
does charge a royalty where they find a deposit. They charge and 
collect a royalty. 

Of course, I suspect in effect what they do is deduct the amount of 
royalty from what they pay the man. 
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Representative Hoxirreip. That is in accord with the Government 
leasing of oil lands. The Government always retains, I think one- 
twelfth of the value of oil in the land. 

Mr. Brapsnaw. They always retain a royalty on oil and gas; yes. 

Representative »lrnsuaw. Tht seems to me to be entirely unnec- 
essary in connection with a material that can only be purchased by the 
Government, it cannot be sold to any other party. Why should the 
Government collect a royalty for its leases to extract material and 
then pay the royalty in the price of extraction? That is silly. 

Representative Hotirte.p. I take no position on it myself. Iam just 
clarifying the record. 

Mr. BrapsHaw. I think the theory that the Atomic Energy Com- 
mission does it on is that if the Commission expends money of the 
United States to find this material, and then they employ somebody 
to develop the material, that person should not receive the same price 
for the material that some man received where he mined it on his 
own property or where he finds it himself. I do not see anything 
wrong with it personally, because I think in a case of that kind the 
Government should take into account the fact it expended money and 
discovered the minerals. 

Representative Hinsuaw. Mr. Bradshaw, has the Interior Depart- 
ment any suggestion as to amendment of section 67 or 68? 

Mr. Brapsuaw. Yes. I would like to suggest, first, that it be 
amended to limit the authority to issue leases or permits to nonpublic 
lands or to public lands that are withdrawn from mining locations. 

I think I would like, in that connection, to call your attention to 
S. 3344. That is a bill to amend the mineral leasing laws to provide 
for multiple mineral development of the same tracts of public lands, 
and for other purposes. Now that bill has for its purpose the ex- 
tension of the mining laws to include lands covered by mineral leases. 

I might say, in case you are not familiar, that there are certain 
minerals that Congress has made subject only to lease—oil, gas, potash, 
phosphate, sodium, oil shale and sulfur. And the law that provides 
for leasing those minerals also provides that lands containing those 
minerals shall be subject to disposal only under the provisions of that 
law, which the Department of the Interior has held excludes those 
lands from the operation of the mining law with respect to other 
minerals. 

So that when we issue an oil and gas lease on the tract of land, it 
automatically is withdrawn. As long as the lease continues, it is 
automatically withdrawn from location for gold, silver, fissionable 
material and so on. 

Now the purpose of this bill was to open all of those lands valuable 
for leaseable minerals to location under the mining laws. The bill; 
incidentally, takes notice of the fact that the Atomic Energy Commis- 
sion has issued some leases on fissionable material on top of oil and 
gas leases and expressly allows a period of 120 days for those lessees 
of the Commission to give up their leases and locate under the mining 
law. 

It gives them a preference right of 120 days to do that, which 
indicates that the authors of this bill, which are Mr. Millikin, Mr. 
Johnson, Mr. Bennett, Mr. Case, Mr. Mundt, Mr. Watkins, Mr. 
Kuchel, Mr. Barrett, Mr. Hunt, and Mr. Anderson, felt that the 
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mining law was the better vehicle for securing the development of 
fissionable material than leasing. 

Representative Hoxirretp. What is the number of that bill, sir? 

Mr. Brapsuaw. 8. 3344. 

Representative Hoxirretp. And there are corresponding bills 
the House, are there not? 

Mr. Brapsnaw. H. R. 8892 and H. R. 8896. 

Representative Hoxtrtecp. Could you tell us what the differences 
are in the provisions of this bill and the language carried in this bill? 
Excuse me. I have confused you, I think. Can you tell me the dif- 
ference between the pending bill before this committee and 8. 33444 

Mr. BrapsHaw. Of course, S. 3344 has as its primary purpose to 
open certain lands of the men domain to mining location that are 
now closed to mining location. That is the primary purpose. 

Representative Houtrterp. That is the land now under oil lease? 

Mr. Brapsuaw. Either in oil lease or known to contain oil or coal 
or any other leasable mineral. 

Representative Hoxirretp. Can you give us an estimate of how 
many acres are involved in that? 

Mr. Brapsuaw. I think I can tell you in just a mainte I would 
say about 60 million acres that are now in oil or gas leases or coal 
leases, phosphate, potash leases, or known to be vi seis for those 
minerals. 

Representative Horirietp. And those are not now open to uranium 
exploration ¢ 

Mr. Brapsuaw. Unless the Commission will issue a lease. The 
Commission has issued a number of leases. 

Representative Hortrietp. Are those lands owned by the oil com- 
panies that have filed on them or do they remain in the United States 
Government ownership and title and are just leased for the purpose 
of producing oil? 

Mr. Brapsuaw. They are just leased for the purpose of producing 
oil. 

Representative Hortrietp. They do not obtain fee title to the lands? 

Mr. BrapsHaw. No, sir. 

Representative Hottrretp. But under the minerals the discoverer or 
the explorer, the finder, does obtain fee title ? 

Mr. Brapsuaw. He can obtain fee title, but he does not have to. 

Representative Houirterp. He files on it and operates it as a claim, 
and then he can desert it when he wants to? 

Mr. Brapsuaw. That is right, when he takes the minerals out. 

Representative Honimrevp. Of course, an owner can desert land too 
and let it go back on the taxrolls. 

Mr. Brapsuaw. That is right, but all the miner gets by location is 
so-called possessory title. That is the right to possession, and the 
Supreme Court has seen fit to call it possessary title. 

Representative Hotiriety. Why then are not the claims which are 
filed on by finders of uranium ore now also just as valid as this other 
type of claim which becomes a possessory equity to them as a result 
of their filing—does it not? 

Mr. Brapsuaw. That is correct. 

Represertative Honirrerp. But under this pending bill we would 
give them fee title to the lands? 
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Mr. Brapsnaw. They would only get a lease. 
Representative Horirietp. Wait a minute. 
Mr. Brapsuaw. That is section 67. 


Representative Hovirretp. That is 67, but on 68. I am speaking of 


68, which is public lands. 

Mr. Brapsuaw. Section 68 refers to conveyances made by the De- 
partment of the Interior under the public land laws. Under the 
homestead law, for example, or the desert land law, or public sale. 

Representative Hortrrerp, Does it not also pertain to the mining 
laws ¢ 

Mr. Brapsuaw. And to minerals; that is correct. 

Representative Horirreip. To the capture of land by discovery and 
filing under the mining laws which give to the discoverer fee title, 
does it not, under the present mining laws? If a man, for instance, 
finds sliver in an area out on a Colorado plateau and he files on it, 
is it not true that that land becomes his as a matter of fee title’ 

Mr. Brapsuaw. No, sir, not merely because he locates it. 

Representative Hortrrmetp. When he does his discovery work ¢ 

Mr. Brapsuaw. After he does his discovery work, fee title does not 
vest in him unless or until he come into the Department of the Interior 
and asks for a patent. 

Representative Hortrrenp, That is right, but the real point I wanted 
to get at was that he did have available to him the right of obtaining 
fee title. 

Mr. Brapsnaw. He does, yes. 

Representative Horirirtp. By complying with certain regulations ? 

Mr. Brapsnaw. Yes. 

Representative Horirretp. Then this bill we are considering would 
give to the uranium discoverer that same right ? 

Mr. Brapsnaw. If he got a patent, he would get a patent to the 
uranium as well as other minerals. 

Representative HotirretD. And under the McMahon Act he cannot ! 

Mr. Brapsuaw. Under the McMahon Act he cannot; that is correct. 

Representative Hoiirrecp. I know he cannot have title to uranium 
found in it, but can he have title to land he finds it on? 

Mr. Brapsuaw. Yes, sir, under the McMahon Act he can acquire 
title to the land, but the uranium is reserved to the United States. 

Representative Hoxrrrevp. It is still reserved to the United States, 
in effect, because he cannot move it or sell it unless he gets a license 
from the Commission to do so, and of course he can only sell it to the 
Commission. 

Mr. Brapsuaw. Of course, the difference—— 

Representative Hoxirretp. Is not this a kind of fictitious situation ¢ 

Mr. Brapsuaw. No, sir, it is not. I will tell you why. I think the 
difference between the provisions of this bill on that score and the 
McMahon Act is that he gets title to the uranium but he is restricted 
in making disposition of it. He has to dispose of it under a license 
from the United States. 

Representative Hortrrecp. Let me ask you this question: Would 
this correspond most closely to the regulations and restrictions on 
gold, on the finding of gold? As I understand it now, when a person 














oe 








4 


ae RCA, tes dallas 








AMEND ATOMIC ENERGY ACT OF 1946 769 


finds gold on any lands anywhere and files on it as a claim, he can 
get title to the land but he has to sell the gold to the Government. 

Mr. Brapsuaw. That is correct. 

Representative Houirtevp. Is that true? 

Mr. Brapsnaw. Yes. 

Representative Hoitrre.p. So while he has title to the gold, he must 
sell it only to the Government and at the Government's price; is that 
not right ¢ 

Mr. Brapsnaw. That is right. 

Representative Hoxirietp, The only difference is he can move it off 
of the land and the finder of the uranium cannot move it ¢ 

Mr. BrapsHaw. That is correct. 

Representative Houirietp. Is there any other difference between 
the two? 

Mr. Brapsnaw. I think there is one difference. I know the 
McMahon Act, and I think this bill would provide that the Commis- 
sion could authorize a man to sell it to someone other than the United 
States, which vou cannot do with gold. I think that is one difference. 

Representative Horirrecp. That would be under the cooperative 
agreement, would it not / 

Representative Hinsuaw. He could sell to a licensee of the Com- 
mission. 

Representative Houirietp. And if it did go to foreign countries— 
I am going to ask counsel this question—it would be under one of 
our types of international agreement ? 

Mr. Norris. Yes. 

Representative Hinswaw. It would not be in the raw stage, I take it 
He would not be able to refine it. 

Representative Hoxirretp. I have another question here I want to 
ask you. Since uranium is one of the few metalliferous deposits that 
occur in lands that are potentially valuable for oil and gas, will the 
removal of the reservation on uranium enable oil and gas interests to 
acquire ownership of oil and gas properties by staking out claims 
foruranium? Do you get my point? 

Mr. Brapsnaw. I think I do. If S. 3344 is not enacted and the 
condition will remain as it is now, that would mean that lands now 
known to be valuable for oil and gas could not be located for uranium. 
Of course, it is true that a mining locator could make a location on 
lands not now known to be valuable for oil or gas and obtain a patent 
for it, and it may later prove to be valuable for oil and gas. 

Representative Horirrmetp. But if this bill is passed and if S. 3344 
is passed, it would enable a person to file on lands and get fee title to 
it under the uranium filing ? 

Mr. Brapsuaw. But he would not get the oil and gas if this bill 
passes, but 

Representative Honirierp. He would not get the oil and gas on those 
Jands already leased, but on lands not leased for oil and gas he would 
get it? 

Mr. Brapsuaw. I do not think so. 

Representative Hotirrenp. He would get ownership and the Gov- 
ernment would thereby be deprived of the oil royalty. 

Mr. Brapsuaw. It was my understanding of S. 3344 that it in effect 
provided for a separation of the two types of minerals, 
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Representative Hoxirrevp. I will have to ask for your judgment on 
that. Iam not familiar with it. 

Mr. BrapsHaw. I believe the bill provides, in effect, that after its 
passage the locator of a mining claim can acquire all minerals except 
the leasable minerals in the lands that he locates. 

Representative Houirievp. I think that point is quite important, so 
I would ask you to check on it. 

Mr. Brapsuaw. I would be glad to do that, but I am sure that is 
right. 

Representative Hinsuaw. I think, Mr. Bradshaw, that we will have 
to work out these suggestions between our respective staffs and bring 
us into, perh: aps, a little more close coordination with the best practice. 
I can see there is quite a good deal involved, and certainly that coordi- 
nation is desirable. 

Mr. Brapsuaw. I was going to suggest on section 67, if the com- 
mittee sees fit to retain the present broad language, that it might be 
advisable to add some provision to permit simultaneous use of the 
land by the Interior Department under the public land laws for min- 
eral leasing of its own and for grazing and so forth, because this might 
be construed to mean that once a lease was issued by the Commission, 
the land would be withdrawn from disposal by the Interior De- 
partment. 

Representative Hinsuaw. I suggest you submit some language to 
the staff, and then they will go over it and go over it with the Com- 
mission staff as well, and submit it finally to the committee. 

Representative Hoxirmip. Mr. Chairman, I have nine questions 
here which my staff has asked me to ask on this question. What I 
would like to do would be to submit these nine questions to Mr. Brad- 
shaw and have him prepare answers and submit them to the committee 
here for our use when we go into executive session. TI would also like 
to have in the final printed copy these nine questions, plus his 
answers, placed at this point in the record if it is all right. 

Representative Hinsuaw. That is agreeable. 

Representative Howtrtrerp. It will shorten our time and will also 
give you a chance to study those points out. 

Mr. Brapsiaw. I would like to answer the question you asked me at 
this point by stating that in his report of May 14 this year, to Sena- 
tor Butler of the Committee on Interior and Insular Affairs, report 
on S. 3344, the Assistant Secretary Orme Lewis makes this statement : 

Under section 4 of the bill all mining claims and millsites located after 
enactment would be subject to a reservation to the United States of Leasing Act 
minerals. 

I think that answers your question. 

Representative Horirrecp. It answers it, I am sure, but I do not 
quite understand it because it is a little bit too technical for me. 

Mr. BrapsHaw. What it means is all locations made after the 
enactment of this bill 

Representative ee: Which bill are you talking about? 

Mr. BrapsHaw. S. 3344. 

Representative Horirrerp. You are testifying on another bill here, 
and that is why I am a little bit confused. You have mixed up the two 
bills in my mind. I do not say it is intentional. 

















' 


mb thstashes Pin 





AMEND ATOMIC ENERGY ACT OF 1946 771 


Mr. Brapsuaw. No. I am trying to answer your question. You 
asked me if locations made in the future for fissionable materials 
could acquire oil and gas rights. 

Representative Horirtetp. Yes. 

Mr. Brapsuaw. And if this bill is enacted the answer would be 
“No.” 

Representative HtnsHaw. This bill is H. R. 8862. So you had 
better designate which bill you are talking about. 

Mr. Brapsuaw. Yes, I can appreciate that because of the record. 
Let me say this in answer to Mr. Holifield’s question: If S. 3344 is 
enacted, a mining location hereafter made for fissionable material 
would ue carry ‘with it the right to develop oil and gas or other 
leaseable minerals within the lands. 

Representative Hotrrtetp. I see. Now does our bill, referring to 
H. R. 8862, conflict with that or with S. 3344, or does it harmonize 
with it and complement it ? 

Mr. Brapsuaw. I would say that H. R. 8862 and S. 3344 do not 
contain express language that is directly in conflict. But in essence 
S. 3344 is designed to recognize, simplify, and expedite locations 
under the mining laws and the development of uranium in that way. 
And section 67 of H. R. 8862 would authorize the Commission to adopt 
a leasing system on the public lands which, to my mind, would tend 
to replace or do away with the operation of the mining law to that 
extent. 

Representative Horirretp, So that is why you are testifying against 
that section ? 

Mr. Brapsnaw. That is why I am suggesting that unless it is the 
desire of the committee that we go into a leasing system for fission 
able materials, it might be amended to limit its application to lands 
that are not now subject to location under the mining laws. In other 
words, it seems to me, as long as we have a perfectly satisfactory 
method of getting this stuff developed and it is working all right, 
there does not seem much necessity for making any change. 

Representative Hivsuaw. Mr. Bradshaw, in response to informa- 
tion from Mr. Holifield, we think it is advisable for you, for your 
Department, to prepare for us a statement concerning any conflicts 
that may exist between the proposed H. R. 8862 and its companion 
bill and the proposed S. 3344 and its companion bill in the House. 
Of course, the committee, you understand, cannot rely at all upon 
the passage of S. 3344. 

Mr. Brapsuaw. I appreciate that. 

(The information referred to will be filed with the joint committee. ) 

Representative HrnsHaw. Or a companion bill of the sort, and we 
want to have our bill, H. R. 8862, to be complete in itself. There- 
fore, we desire to have any change that might be found advantageous 
to the general law in S. 3344 incorporated insofar as the Atomic En- 
ergy Commission is concerned in H. R. 8862; so that when H. R. 
8862 is passed it will contain all the necessary as well as desirable 
features in respect to public lands or lands withdrawn for various 
purposes. 

Mr. BrapsHaw. Yes, sir. 

Representative Horirterp. When you submit that analysis, it- will 
not only be as to the points in conflict. but it will be an analysis 
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as far as our bill is concerned, at least, as to what our bill actually 
does ¢ 

Mr. Brapsnaw. Yes. 

Representative Hinsnaw. And fails to do. 

Representative Hoiirretp. Yes, or fails to do, 

Representative Hinsuaw. The committee will stand in recess until 
2 o'clock, when we will meet in the Supreme Court Chamber in the 
Capitol. 

( Whereupon, at 12:45 p. m., the joint committee recessed to recon- 
vene at 2 p.m. this same day.) 


AFTER RECESS 


(The following members of the committee were present : Represent- 
atives Cole, Holifield, Durham, Kilday, Van Zandt; Senators Cor- 
don, Pastore, and Anderson. ) 

Chairman Coir. The committee will come to order. 

Let the reporter indicate the fact and the identity of the members 
of the committee who are in attendance showing that a quorum of the 
committee is present. 

The meeting this afternoon is a continuation of the hearings the 
committee has been holding on pending bills to modify and revise the 
existing Atomic Energy Act. This afternoon as our first witness we 
have the Senator from Massachusetts, the Honorable John Kennedy, 
who will come to the witness table. 


STATEMENT OF HON. JOHN F. KENNEDY, A UNITED STATES 
SENATOR FROM THE STATE OF MASSACHUSETTS 


Senator Kennepy. Thank you, Mr. Chairman. 

Chairman Corr. Senator, this gives me a great deal of personal 
pleasure in welcoming you at this session of the joint committee of 
the Congress in the field of atomic energy especially in view of the 
fact that the chairman of that committee is a Member of the House 
and that you were also a Member of the House. 

You were a distinguished Member of the House, and I have every 
reason to believe you are equally distinguished in your service in the 
Senate. 

Senator Pasrorr. I might even add more distinguished. 

Senator Kennepy. Thank you. 

I welcome this opportunity to appear before the Joint Committee 
on Atomic Energy to comment on certain phases of H. R. 8862, a bill 
which would revise in substantial manner the Atomic Energy Act. 

I would like to discuss briefly that phase of the bill dealing with 
the development of commercial ‘electric power from atomic energy. 

Chairman Corr. Pardon my interruption, please, Senator. I note 
that you omitted a sentence from the first paragraph. Was that by 
design ¢ 

Senator Kennepy. I was attempting to be brief. 

The CuarrMan. However, you do want the whole statement ? 

Senator Kennepy. Yes. 

I regard this bill as one of the most important pieces of legisla- 
tion pending before this Congress, and it is encouraging to know that 
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the committee is conducting such extensive hearings in an effort to 
hear all parties and ascertain all information and attitudes which 
might be helpful in the formulation of this important national policy. 

[ would like to discuss briefly that phase of the bill dealing with 
the development of commercial electrical power from atomic energy. 
As I have discussed elsewhere, the problem of electrical power is 
crucial to New England, and we are following with careful attention 
the technological progress in this field. We are well aware that com- 
petitive commercial atomic power appears to be years away, but we 
also know that time and technical progress have a way of moving 
much more rapidly than we frequently expect. Thus our interest 
in this problem remains high. 

As I understand it, one of the major problems facing this committee 
and the Congress is the exact role to be played by Government and 
private industry in the further development of commercial electric 
power from atomic energy. All agree with the basic goal that the 
benefits of this great national resource should redound to the people 
as a whole; but the question arises as to the course to follow to that 
end. Two problems are of concern to me on this matter. 

First: I believe that private industry should be encouraged to par- 
ticipate in this remarkable development, as it has indeed already per- 
formed so well. However, I believe Congress must exercise great 
caution in this matter to insure to the extent possible that the benefits 
of the public’s tremendous investment ultimately reach the public. 

I recognize the difficulty in expecting private enterprise to par- 
ticipate in this program without the incentive of financial profit. 
Certainly such incentive is not improper or to be prevented. But a 
balance must be struck, so that particip: ion by private industry in 
this program will not cause the public to lose control of this de- 
velopment. 

No company’s total efforts in this field should be required to be 
given without charge to all other segments of the industry. How 
ever, I believe there should be retained in the act a provision re- 
quiring that basic techniques and information be made available to 
the entire industry even though developed by private individuals or 
companies where those tec hniques and information are essential to 
the ultimate establishment of commercial atomic-energy generating 
plants. 

To the extent that these developments arise out of the private capi- 
tal and initiative of private companies, of course, those companies are 
entitled to receive appropriate royalties or license fees. However, 
in my opinion, the exclusive use of such techniques is not warranted. 

It is said that failure to delete these features from the act will 
deter participation by private industry, thus hampering full and 
speedy development. I believe any advantages to be gained from 
removing the patent limitations presently in the act are greatly out- 
weighed by the possibilities of excessive control by those who invent 
and develop new techniques, together with the inherent dangers of 
such control. 

Secondly: Assuming participation by private electric companies in 
this program, the problem arises as to the manner of selection of the 
participating companies, which will enjoy significant advantages, par- 
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ticularly if the act should be amended so as to vest substantial patent 
or other rights in such companies. 

Because of the extremely high stakes involved, in terms of national 
interest, I believe it is the duty of Congress to insure that selection 
of participating companies or groups of companies is based upon the 
total national interest, and not merely upon an examination of which 
companies are most able to make an attractive bid for participation 
by virtue of their extreme wealth in comparison with their fellow 
companies, their greater boldness with the rate-payers’ money, or 
their comparative freedom from regulation by their particular State 
utilities commissions. 

If Congress is to provide the Atomic Energy Commission with basic 

guidelines to follow in its selection process, I b elieve that selection of 
onan EDINE and sites for reactor experimentation should be based, at 
least in part, upon prevention of concentration of these programs in 
any one geographical area, upon the particular power needs of any 
peogr: iphie al section of this country, and on other considerations of 
national policy, including for example, the need to provide assistance 
to areas of the country suffering from serious unemployment. 

The present situation in New England illustrates the need for suc 
criteria. First, it is an area of concededly high electric rates. Dis 
regarding for the present the reasons for this, it remains a fact that 
New England’s rates, compared with those of the South, the West, and 
the Midwest, are extremely high. For example, the Federal Power 
Commission reports that as of January 1, 1954, the highest typical 
residential electric rate in the United States for 250 kilowatt-hours 
was $9.51, a rate prevailing in Boston, Brookline, Newton, and Somer- 
ville, Mass. 

Contrast this with the 5 low residential rates : Tacoma, Wash., $3.20; 
Seattle, Wash., $4.40; Spokane, Wash., $4.61; Glendale, Calif., $4.68; 
and Springfield, Ill., $4.80. Based on a statewide average of cities 
and towns of over 2,500 population, the highest rates in the United 
States for a 250- kilowatt residential load prevail in Massachusetts, 
Vermont, and Rhode Island, in that order. 

It is also a hard fact that the New England area has not benefited 
from the Federal program of resource development in the electric 
power field. Of the more than 150 Federal hydroelectric projects in 
this country, there is not a single project in New England. Our dis- 
tance from the coalfields and the high transportation rates for bring- 
ing coal necessary for steam generating plants and the absence of 
really choice hydroelectric sites, of course, contribute to the increas- 
ingly high cost of electric energy in New England. 

Although I suspect that the great potential for increased consump- 
tion of electricity in New England could be utilized by the power com- 
panies in that area as an incentive to lower rates, thereby increasing 
consumption, generation, and profits, in the fashion of the TVA ex- 
perience, it does not appear that such an occurrence is likely in the 
foreseeable future. 

Although we know that electric power from atomic energy is a long 
way from the commercially competitive state, it does seem desirable 
and wise to select an area w pare this competitive situation is first likely 
to occur, namely, a high-rate area such as New England. If the rate 
situation presently existing in this country continues, it is obvious 
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that electric energy from atomic power will be first usable commer- 
cially in New England. 

In addition, the proximity of a pilot plant to the scientific centers 
of General Electric, MIT, and other research centers in New England 
favors the selection of this area for pilot plant activity. 

With this background, New England opinion, traditionally one of 
anti-Federal power development, has shifted considerably, as reflected 
by the recent action of certain New England power companies in sub 
mitting a proposal to participate in the new reactor development pro 
gram. The New England governors have evidenced their interest in 
this activity by the appointment of a committee to look into the sul 
ject and to advise the governors; and numerous New England indi 
viduals have expressed their interest to me, offering their cooperation 
to do everything possible to bring such developments to the New 
England area. 

Moreover, recent newspaper columns, editorials, and stories indi- 
cate an awakened interest in this development and the potentialities 
that it offers to the country in general and the high-cost power area 
of New England in particular. 

In accordance with my suggestion that guiding principles in select- 
ing participants in the Commission’s developmental program be pro- 
vided, I offer the following subsection which could be added after 
section 3lc of the committee print: 

d. In establishing the criteria upon Neer such private or publie institutions 


or persons are to be selected for participation in research activites, the Commis- 
sion is directed to consider the total eliaied interest. Consideration shall be 


given to preventing overconcentration of such research activities in any single 
geographical area; to the need for any particular geographical area for the 


information and techniques likely to result from such research activities; and 
to the assistance the conduct of such research activities would provide for areas 
with excessive unemployment or other economic problems 

I apreciate the difficulty and magnitude of the task undertaken by 
this committee and I hope these suggestions will be of some assistance, 
and I am grateful to the committee for giving me the opportunity to 
testify. 

Chairman Corr. Thank you very much for the statement, Senator 
Kennedy, and for the suggestions. 

Senator Kennepy. Thank you, Mr. Chairman. 

Chairman Corr. Are there questions from members of the com- 
mittee? Mr. Holifield ? 

Representative Horirre.p. I would like to question very briefly, Mr. 
Kennedy. I reada speech which you made recently, Senator Kennedy, 
down at Chattanooga, Tenn., I believe, on December 10? 

Senator KENNepy. Yes. 

Representative Horrrrerp. You gave very much the same figures 
at that time that you gave today, and I noted that you said to those 
people down there in the Tennessee Valley that: 

The TVA is not creeping socialism because it attracts industry which might 
otherwise locate, remain, or expand in New England. It is a challenge to us 
for utiliation of our own natural resources. I do not want to see your electric 
bill for industrial power go up. I want to see our bills go down. 

Senator Kennepy. Yes; I gave the residential figures today, but 
of course these rate differentials are reflected in industrial figures, 
too. You can appreciate, coming from California, what a substantial 


























776 AMEND ATOMIC ENERGY ACT OF 1946 


addition high power rates are to our production costs. We do not 
have the potentiality of TVA, but, nevertheless, I am not sure that we 
in New England have done as much as we can to develop our own 
power resources. 

I was attempting in Chattanooga to differentiate between what I 
considered legitimate competition and legitimate development of an 
area of the type exemplified by TVA on the one hand, and other 
practices, including some tax practices which I considered against 
the national interest, on the other hand. I hope that we in New 
England, having learned to our sorrow of the effect of high power 
costs on industrial migration, will be able to develop our — poten- 
tial to the maximum extent possible and perhaps we can develop 
power at Passamaquoddy so that we can bring our eyened costs down. 

We hope, however, because we do not have the potential that the 
Northwest and Southeast does, that we will be able to play a leading 
part in the development of low power cost through the use of atomic 
energy. 

Representative Houirrep. I might say that I think your remarks 
are very direct and pertinent to the issue that is involved here because 
if economically competitive atomic power becomes available within 
the next few years this is a new source of energy that can be used 
without regard to the peculiar natural resources of a region, and it 
can be transported anywhere, and it can have have longtime genera- 
tion from a very small amount of material. 

Certainly I agree with the principle which you have indicated in 
your speech today, that we should not let this, either through exclusive 
patent rights or through discriminatory allocation of licenses to build 
reactors, fall into a monopoly pattern, and I am hopeful and I think 
many of the rest of the members of the committee are hopeful that 
we can write those types of provisions in. 

You bring in a new situation here that geographical areas of this 
country should be considered, and I think it is a very pertinent sugges- 
tion because it is obvious that we do not need cheap economic power 
as badly in the Northwest or even in my area of southern California 
where we have the resources from the great Hoover Dam as you need 
it inthe New England ar 

This is not a natural resource in the usual sense but it is a national 
resource which has been paid for by the people, and certainly I would 
say from the standpoint of a geographical area, knowing the high 
costs of power in the New England area, that it is in a position, you 
might call it a distress position, in comparison with other areas 
where power is cheaper. 

I certainly think your remarks on that point are pertinent. 

Senator Kennepy. Thank you. Because our power costs are so 
high, as I pointed out, we probably would be the first area which 
could benefit from this program because as this program develops 
and the kilowatt-hour rate of power from atomic energy comes down 
it would begin to equal our rates before it would equal rates of any 
other section of the country. 

I am aware of the difficulty of writing a formula which would en- 
courage private participation, permit private companies to make in- 
vestment, and protect the stockholders’ interest and at the same time 
prevent a monopoly situation from developing. I think before the 
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committee decides to drop section lic, the nonmiltary utilization pat- 
ent provision, it should be sure that there is a formula in the act 
which will protect both the private companies and the public interest. 
I think it is particularly important that these companies which will 
have an advantage by virtue of their early participation, receive 
royalty rights but that they do not get patent rights which would 
prevent other companies from using the techniques and information 
developed by these early companies. 

Representative Hoxirrecp. Lf we can write language into this act 
that would recompense private industry to the point of giving them a 
return on their investment but at the same time withhold from them 
that portion of normal] patents which excludes others from using it, 
that might answer the purpose both of incentive to private industry 
and the public interest element which should provide I think this great 
resource should be made available on a nonexclusive basis to all people 
who are able to participate in it after it becomes an economic reality 
because we must go through a period now of maybe 5, maybe 8, 10 
years perhaps in which we are approaching this economic level, and 
when it does approach it in my opinion it should be available first to 
those who need it the most in the Nation and then sec ondly to all of 
the people of the Nation. 

Senator Kennepy. Yes. I think it probably would be of help to 
the Commission if some formula or guiding principles on that phase of 
the matter could be written into the law providing that reactor devel- 
opment programs be based, at least in part, on conditions existing in 
the various geographical areas of the country so that these experiments 
do not ne¢ essarily go to those companies which are perhaps best 
equipped financi: ly or because of lack of regulation in their States 
are in a position to m: hd what some might consider excessive invest- 
ments at this time. 

Representative Honirrevp. Thank you. 

Chairman Coie. Senator Pastore / 

Senator Pasrorr. Mr. Chairman, as a fellow New Englander who 
has been very much disturbed as the distinguished Senator from Massa- 
chusetts at the very high cost of electric power in our section of the 
country, I want to say that Iam happy to associate myself with every- 
thing that the distinguished Senator has said. I agree with him 
completely and I think he has made a very excellent presentation 
here this afternoon. 

Will the Senator say that outside of the possibility of making 
power generated by atomic energy a competitive substitute there is 
no other chance for New England to reduce its costs ? 

Senator Kennepy. Yes, I think that is true even though we may 
make some progress as I indicated on Passamaquoddy. When the 
interagency survey, due to be finished in 1955, is concluded and the 
various committees make their reports, we may have some better 
indication of what we in New England can do in the more traditional 
methods of generating power. However, in my opinion it will 
quire the development of atomic energy to close the tremendous gap 
which I have indicated here. 

Senator Pastore. The Atomic eats Commission made a pre- 
sentation, a very excellent one, before this committee yesterday. 

They pointed out that the process of reducing the cost of electric 
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power by atomic energy will be a gradual one and in the beginning 
it will be rather high but will come down gradually and maybe we 
will not have any competitive costs until perhaps a period of 10 or 

12 years. 

Now that being the case, and it also being the case that power costs 
are so high in New England, there again I agree with the suggestion 
made by the Senator that these experimental plants should be placed 
in these regions where they will be practicable in the first instance. 

Does the Senator agree with that? 

Senator Kennepy. Yes. I thing my suggestion was that this com- 
mittee should give some guidance to the ee Energy Commission 
so that they would not feel that they were perhaps obligated to select 
companies which were able either through lack of regulation or more 
adequate finances to submit them most attractive proposals from a 
financial viewpoint. 

This committee should give some guidance to the Atomic Energy 
Commission in that matter. This will be particularly important 
if the committee fails to take action on the subject Congressman 
Holifield talked about because then high power cost areas would be 
at a disadvantage on two counts. We might not be in the best position 
financially, and if the original participating companies secured ex- 
clusive patent rights for a long period of time the public investment 
of which New England has paid a substantial part would be denied 
us for a long period of time. This would be particularly difficult on 
New England since we are so dependent on this source for lowering 
our power costs, 

Representative Houtrretp. Will the Senator yield on that particular 
point ¢ 

Senator Pastore. Yes. 

Representative Horirrmep. Just referring to the rates, Boston, 
Mass., 250 kilowatt-hours, $9.50; Memphis, Tenn., it is $5, which is 
not quite half or a Jittle over half; Tacoma, Wash., it is $3.20. 

Now it is obvious to all of us that atomic power will become com- 
petitive first in the New England area. There is no other place that 
I know of within the United States where there is such a high power 
cost. I think you have to go to Alaska to get a higher power cost. 

Senator Kennepy. Yes, we have the highest rates in the country. 

Representative Hottrme.p. Therefore the goal of competitive power 
would come possibly in the New England area much quicker than it 
would come in other parts of the country, and that makes the Sena- 
tor’s suggestion all the more logical that a location of one of the. 
pilot plants be placed there. 

Senator Kennepy. Yes, sir, because not only do we have the highest 
city rates in Boston, Brookline, Newton, and Somerville, but on the 
statewide average of cities and towns of over 2,500 Massachusetts 
comes first, Vermont second, and Rhode Island third. So that there 
is this island of high power costs. 

In addition, we have a rather low consumption of power as a 
result, of course, of this so that in many ways it has been a tre- 
mendous handicap to our people personally and competitively. 

Representative Hoxirrecp. I want to point out one other factor 
which you might be interested in. As you know, under the hydro- 
electric and reclamation acts there is a preference given to public 
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bodies. Now if a preference was written into this law for a preference 
for access to power similar to that that is written in the public power 
laws which are now on the books it would mean that 41 municipalities 
in Massachusetts would have a first crack at this thing and that the 
REA’s all through New England would also have first access to it if 
a preference clause was written into this Federal resource the same 
as it is written into other Federal resources. 

Senator Kennepy. Yes; I think the point has been made that this 
is a power bill and therefore it should be on the basis that the same 
standards should apply as in other power development. It is prob- 
ably a decision that the committee would be better informed to take 
care of. 

Chairman Corr. I do want to point out to you, Senator, some phases 
of this problem which you should have in mind. You have indi-. 
cated that the Commission should in its selection of areas for its 
experimental reactors have in mind these factors which you have 
mentioned. I do not mean to be critical, but if I were in the area 
such as you are I would not want an experimental reactor in my 
section. 

I would want one set up there that was established and proven, 
because if an experimental reactor were set up there in New England 
it may prove to be an expensive one and then you have established a 
pattern of reactors in New England so that you could not get any of 
the other ones. 

Senator Kennepy. Mr. Chairman, that point was made recently 
in a discussion I had with a member of the Commission, the point 
being that New England should wait for a later day. That may well 
be true, but I am concerned with the language of the pending bill. 
If it gives to those who do the initial work, to those who make the 
initial investment of funds which might be most expensive, valuable 
exclusive patent rights as a result of their participation we might be 
delayed in the long run. 

Now if this committee makes its decision along the lines which 
Congressman Holifield and others have talked about, and compulsory 
licensing is continued in the act, it might not be quite so important 
that we have an original experimental reactor. All in all, with the 
technical resources of New England, I would think that we would be 
in an advantageous position with active partic ipation in the reactor 
development program. There is no doubt that New England groups 
are anxious to participate. As you know, an associated group recently 
attempted to secure a reactor for New England. They must feel that 
participation is to the best interests of themselves and of the New 
England economy. 

Chairman Cote. I would also point out that with respect to proven 
type of reactors, the commercial type of reactors, the Commission has 
no discretion at all as to where it is located. it depends on where 
the applicant may come from. 

The only diseretion that the Commission may have in the location 
of a reactor is in the pilot reactor. 

Senator Kennepy. I cannot imagine that the first group selected, 
the Pittsburgh group, was irresponsible, with their stockholders’ 
money. Surely the Pennsylvania utilities Commission or other regu- 
latory body must have thought there would ultimately be a return 
to them. 
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Chairman Cote. But the Commission did not locate it there because 
it was located in Pittsburgh. 

Senator Kennepy. Maybe I have not made my point clear. I am 
talking about the group which made the bid which secured the as- 
signment of this unit to Pittsburgh. Now obviously they must feel 
that it is not completely pro bono publico. If the bill is passed as it is 
now without the safeguard which Congressman Holifield mentioned 
I think probably participating companies would get a return. 

Chairman Corr. That is very true; therefore, it is incumbent on 
comparable corporations in New England to do likewise rather than 
for the Commission to direct that it be done. 

Senator Kennepy. The point I was attempting to make was that 
not all regulatory commissions and not all companies may be as well 
situated financially as this particular group was, and that therefore 
other factors including geographic distribution and the need of the 
area should be taken into consideration; there may be a difference of 
opinion on that, Congressman, but it is my opinion. 

Chairman Coie. I am sorry that you are under compulsion to 
leave. 

Senator Kennepy. A resolution to amend the Constitution, is being 
voted on by the Senate. 

Chairman Core. Thank you. 

Senator Kennepy. Thank you, gentlemen. 

Chairman Core. I would like to call attention to that portion of 
the proposed bill dealing with the organization of the Atomic Energy 
Commission which is designated as section 21. The Chair at least 
feels it rather fortunate that the numerical designation of this con- 
troversy is 21 and hopes that all of us who are interested in it in one 
way or another may express our thoughts as though we were persons 
who had at least reached the age of 21. 

The present provision of the proposed section 21 was the result 
of collaboration between the vice chairman, Senator Hickenlooper, 
and myself when we originally collaborated in the drafting of a pro- 
posed bill. That was submitted to the full committee as a subcom- 
mittee of the whole for the drafting of some kind of a bill which 
would be generally acceptable to accomplish this purpose and that was 
the bill which received the numerical designation of H. R. 8862. 

In order that we may have in the record for those who do not have 
the record available information of the comparative terms of existing 
law on this subject and the proposal, I suggest, I shall read, the provi- 
sion of the present law and the provisions of the proposal. 

Section 2 (a) of the McMahon act, subparagraph (1) reads as 
follows: 

There is hereby established an Atomic Energy Commission (herein called the 
Commission), which shall be composed of five members. Three members shall 
constitute a quorum of the Commission. The President shall designate one 
member as Chairman of the Commission. 

That is the extent of the present terms of law with respect to the 
organization of the Commission. Vice Chairman Senator Hicken- 
looper and I in the revision felt that the law should spell out a little 
more definitely and positively and clearly and unequivocably the 
duties, responsibilities, obligations of the Commission, and so we 
drafted what is now, we and later on the committee of the whole, 
drafted what is now section 21, and that section reads as follows: 
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Atomic Energy Commission. There is hereby established an Atomic Energy 
Commission, which shall be composed of five members, each of whom shall be a 
citizen of the United States. The President shall designate one member of the 
Commission as Chairman thereof to serve as such during the pleasure of the 
President. The Chairman may from time to time designate any other member 
of the Commission as Acting Chairman to act in the place and stead of the 
Chairman during his absence. 

The Chairman, as principal officer of the Commission (or the Acting Chairman 
in the absence of the Chairman), shall preside at all meetings of the Commission 
and a quorum for the transaction of business shall consist of at least three 
members present. Each Commissioner shall have one vote, and action of the 
Commission shall be determined by a majority vote of the members present. 

The Commission shall have an official seal which shall be judicially noticed. 

The expressions that were used in the proposed section 21 followed 
pretty much the general pattern that is used in statutes where Com- 
missions are created, delineating the responsibilities of the Commis- 
sioners and the designation of the Chairman. It is understood that 
since this proposal has been exposed to public light there has been 
generated a relatively high degree of heat and feeling, suspicion that 
there was some sinister intent on the part of somebody to create a one- 
man rule of this atomic operation; to curb the authority of the mem- 
bers of the Commission in some fashion. 

I am glad that it is out in the open. If there is anybody who has 
that feeling it is proper to express it. I can assure them that this revi- 
sion was done by me as chairman and by the vice chairman, and so 
far as I know by ‘the members of the committee who collaborated with- 
out any regard whatsoever to personalities that might be involved. 

Since question has been raised regarding the advisability of the 
proposal by some members of the Commission I suggest that they pre- 
sent their views in opposition. It was expected at the hear ing yester- 
day when the Commission presented its views on the overall “bill, the 
entirety of H. R. 8862, that this subject would be reached at that time. 

Two of the Commissioners, Dr. Smyth and Mr. Murray, came to 
that meeting prepared with statements on this subject. Through some 
error or unintentional action these statements became available to the 
press and have been released, but they are not in the record of this 
committee hearing. 

In order to have them in the record of the hear ing it will be necessary 
for them to be presented. 

Dr. Smyth, do you want to come up and tell us your views on the 
proposal? Go right ahead. 


STATEMENT OF HENRY D. SMYTH, MEMBER, UNITED STATES 
ATOMIC ENERGY COMMISSION 


Dr. Smytu. Mr. Chairman, at the end of the session yesterday morn- 
ing I told you how much I regretted that my statement had reached 
the press completely inadvertently before I had had an opportunity to 
present it before the committee. May I take this opportunity to 
express my regret for this occurrence to all the members of the 
committee. 

On Wednesday, the Chairman of the Commission, with the help of 
the other Commissioners, presented a long statement covering most 
of the issues raised in the bill you are consideri ing. I think it was clear 
at that time that all the members of the Commission had reviewed 
that statement, but I would like to emphasize that I personally en- 
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dorse it as a full and fair representation of the Commission’s views 
on the points mentioned. If I may do so without seeming presumptu- 
ous, I would also like to compliment the joint congressional committee 
and its staff on drafting a bill that achieves most of our mutual 
object ives. 

As explained by Mr. Strauss, because of varying views among the 
Commissioners, his statement makes no comment on section 21 of the 
bill. There is one sentence in that section that prompted me to prepare 
the present statement. That sentence refers to the Chairman as 
“principal officer of the Commission” and states that he shall preside 
at all meetings of the Commission. If the only reason for referring 
to the Chairman as “principal officer of the Commission” is to desig- 
nate him as the individual who presides at meetings, the phrase is 
harmless but redundant. Since this phrase does not appear in the 
McMahon Act, its introduction here is bound to be interpreted as 
significant. I do not know what this significance is, but I am concerned 
about it. 

I feel justified, therefore, in asking your permission to discuss some 
aspects of the Commission’s organization and operation which might 
be altered by a broad interpretation of the phrase “principal officer of 
the Commission.” 

I have just completed 5 years of continuous service on the Atomic 
Energy Commission. My present term of office runs for 2 more years. 
In these past 5 years, whieh cover about two-thirds of the total life of 
the Commission, I have served under 3 Chairmen: Mr. Lilienthal, Mr. 
Dean and Mr. Strauss, and for an interim of about 5 months in the 
spring of 1950 under Mr. Sumner as Acting Chairman. 

During this time, I have come to know and to value all of the eight 
men who have served with me, both as Commissioners and as Chair- 
men. Since December 1951, I have been the senior Commissioner in 
point of service and consequently by custom I have frequently served 
as Acting Chairman. 

May I interpolate, Mr. Chairman, that after 5 years on the Com- 
mission I feel that I am more than 21, and I hope that I can testify 
in that general spirit. 

Chairman Core. You have so far, and I am sure you will. 

Dr. Smyru. Since the summer of 1949, the Commission has expanded 
its operations enormously, has developed weapons of appalling power, 
including the hydrogen bomb, and has taken the first steps toward 
nuclear power. I do not believe a greater strain could be put on any 
organization. I will let others measure the effectiveness of the or- 
ganization by its achievements, but I do feel qualified by experience to 
comment on the questions now being Valent about the Commission 
form of organization. 

Two major questions are involved in the current public discussion 
about the Commission: (1) Is a full-time Commission of five men 
the best organization to plan and supervise development of atomic 
energy? (2) What should be the proper relation of the Chairman of 
the Commission to the other Commissioners ? 

If we are to find wise answers to these questions, the following pur- 
poses of the Commission and its staff must be kept in mind: (1) To 
produce atomic weapons; (2) To improve atomic weapons and the 
process of their manufacture; (3) To promote peacetime uses of 
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atomic energy; (4) To conduct research and development on a broad 
base in areas directly or indirectly relevant to the first three ob- 
jectives; (5) To inform and advise the President, the Congress and 
interested departments and agencies of the Government. on the suc- 
cessive stages and increasing ‘signific ‘ance of atomic energy develop- 
ment; (6) To keep sensitive information from our enemies, but to 
inform the American people continuously and as fully as possible 
about atomic energy. 

Under the Atomic Energy Act of 1946, these functions are con- 
sidered the equal responsibility of all five Commissioners. The act 
specifies only limited duties for the Chairman, since the five full-time 
Commissioners are intended to work closely as a policy and planning 
group. It was understood that the C hairman would preside at meet- 
ings, and act as principal spokesman for the Commission in its rela- 
tion with other parts of the Government and with the public. Be- 
yond that, there was no clear intent to confer special authority on 
the Chairman. 

The Atomic Energy Commission operates one of the largest indus- 
trial complexes in the world, together with research, development and 
testing facilities. The tec :hnology used was not known 10 years ago 
and is continually changing. The whole method of operation is 
novel. In both the military and political sense, the weapons pro- 
duced are revoluntionary. 

As I have said, the five Commissioners act as a policy and planning 
group. The actual operations of the Commission are conducted by 
the general manager, who is responsible for day to day administra- 
tion. We should remember that the Commission staff, the scientists 
and engineers, and the working men and women in our production 
plants and laboratories across the country make possible our progress 
in atomic energy through their hard and devoted work, their in- 
genuity and skill. 

In a sense, the five Commissioners are essentially a service group 
fully as much as a directing group for these others who do the work. 
A certain humility is necessary here. We feel this as we visit our 
laboratories and plants arid see at first hand what is being accom 
plished. It is the first job of the Commission to make possible and 
progressive the work in these places. 

To accomplish this, we must explain to various committees of Con- 
gress why we need the money; we must try to hold red tape to a 
minimum; we must with determination place our plants and labora- 
tories where they will best serve the Nation; we must protect our 
staff and contractors from political pressure groups; we must take 
the blame when things go wrong and pass on credit to those who de- 
serve it when credit is due; we must be well aware of the realities 
of politics and yet maintain ourselves oa from politics; we must 
always inform the oro as fully as we can within the necessary 
limits of security about the meaning and ‘potentiality of this new 
power. 

I have outlined the chief functions of the five Commissioners under 
the present law. Now may I turn to the two questions I mentioned 
on organization of the Commission. I would like to state my posi- 
tion on them. 
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The first question was whether a full-time Commission of five men 
is the best organization for carrying out the complex development of 
atomic energy. 

I believe it is. In these 5 years I have observed that the strength 
of the Commission depends not only on the caliber of the 5 members, 
but also on the variety of their backgrounds and experience. Since 
atomic energy will increasingly affect our national economy and our 
international relations, no one man could possibly be wise enough, in 
my opinion, to make alone the policy and planning decision. 

The fact that so many of these decisions concern matters that must 
be kept secret only increases the need for sharing the responsibility in 
the atomic program among thoughtful men having equal authority. 

I am a profound believer in the democratic method of decision by 
majority vote. Reasonable men may of course differ on procedures 
or methods for the solution of problems, but under our democratic 
principles they should, after full debate, abide by the majority de- 
cision. This again requires a certain humility, a recognition that 
others may be right where you are wrong. This recognition seems to 
me the essence of our American tradition. 

In the last 5 years I have realized that most of the questions brought 
to the Commissioners for decision could be answered in several ways 
without any possibility of proving conclusively which answer is best. 
There is no reason why a dissenting vote on any question should lead 
to dissension in the Commission. I am happy to say that in the past 
it seldom has. 

The second question I want to discuss very briefly concerns the re- 
lation of the Chairman of the Commission to the other Commissioners. 
I would like to make it clear that I fully recognize the Chairmanship 
of the Atomic Energy Commission as a peculiarly difficult and ex- 
tremely important position. 

As the present Chairman, Mr. Strauss has undertaken his responsi- 
bilities with vigor. “ He has established close and effective personal 
relations with our highest officials and with other branches of the Gov- 
ernment. By doing so, he has greatly increased their understanding 
of the importance of atomic energy, both nationally and _inter- 
nationally. 

The Chairman of this Commission has a heavy responsibility, in 
presiding at the numerous meetings of the Commissioners—both the 
executive sessions and meetings with the staff—to see that all relevant 
facts are brought out, that the arguments are logical and that the 
criteria of judgment are sound. He has the difficult duty of guiding 
the discussion and expressing his own opinion, without imposing his 
will on his partners. 

When a majority vote is taken, he must see that the decisions made 
are executed faithfully in accordance with the mandate of the Com- 
mission. He should be not only the vigorous leader of the Commis- 
sion, but in this sense its executive servant. The Atomic Energy 
Commission deals with matters of such moment to the Nation that its 
Chairman must be constantly aware of the balance necessary in his 
responsibilities. : 

In the past, some members of the Commission have chosen to become 
particularly well informed on certain aspects of the Commission’s 
business, in line with their own background and training. We have 
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from time to time talked of making this kind of specialization more 
formal, but we have always concluded that this would be undesirable 
and that the five Commissioners, as a group, should make the neces- 
sary decisions in all fields of our enterprise. 

Occasionally in the past, the Chairman has asked some Commis- 
sioner to represent the Commission in matters involving other agen- 
cies of the Government. This has always been done with the con- 
currence of the other Commissioners. On the whole, I believe this 
system has worked very well. I think it is important that each Chair- 
man of the Commission understand how valuable the other Commis- 
sioners can be when used in this varied fashion. 

In addition to these duties, the Chairman has of course many exter- 
nal responsibilities. The degree to which he should act individually 
rather than as a representative of the Commission in these matters is 
difficult to define. At present, the Chairman of the Atomic Energy 
Commission attends meetings of the National Security Council by in- 
vitation of the President. I believe the chairman of this committee, 
Mr. Cole, has introduced a bill to make the Chairman of the Com- 
mission a statutory member of the National Security Council. 

The Chairman of the Commission also must hold many interviews 
with representatives of foreign powers, especially in connection with 
the raw-materials program, with representatives of industry and of 
other agencies. It is of course impractical to have all the Commis- 
sioners present at all of these interviews. Under the current law it is 
understood that the Chairman alone cannot pledge the Commission to 
any course of action. In view of the wide significance of atomic 
energy development, this seems to me a wise precaution. 

In two recent articles in the press, the suggestion has been made 
that the Chairman of the Atomic Energy Commission should have 
greater administrative powers than he now has. I do not understand 
this suggestion, because it seems to me to imply that the Chairman 
should assume the function of the General Manager who has, since the 
establishment of the Commission, been responsible for the day-to-day 
administration of our business and our staff. 

I believe the Chairman and the other Commissioners should be con- 
stantly on their guard against interference with this proper function 
of the General Manager. If the Chairman were to become, in effect, 
the senior administrative officer of the Commission, with the General 
Manager as his deputy, the essential purpose of our commission form 
of organization would be defeated. 

In this case I believe the other Commissioners would be left unin- 
formed and essentially without function. In my opinion, the present 
separation of powers in the Commission provides the opportunity for 
thoughtful planning on the one hand and effective administration on 
the other, and that this system best serves the Nation. 

No man-made organization is perfect and it is, of course, healthy 
to review and evaluate from time to time any form of government. I 
have offered these comments about the Atomic Energy Commission 
from my experience of 5 years with it. I believe that the present 
form of organization of the Commission should be continued. 

Thank you, Mr. Chairman. 
Chairman Corr. Thank you, Dr. Smyth. 
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Are there questions from members of the committee’ Senator 
Cordon ? 

Senator Corvon. Not at this time. 

Chairman Corte, Mr. Holifield ¢ 

Mr. Durham ? 

Representative Durnam. No questions. 

Chairman CoLr. Senator Anderson ¢ 

Senator Anperson. You believe then the form of the organization 
which the Commission has thus far operated is a satisfactory method 
to operate in the future even though the character of operation be- 
comes somewhat different than it has been in the past? 

Dr. Smyrn. Yes, I do, Senator Anderson. 

Senator aSisanacer It has been to some degree dealing with what 
might be termed experimental work. Now dealing with more and 
more administrative responsibility you still would like to have the 

Chairman as a partner all the way through? 

Dr. Smyru. Yes, Senator. I think the technology, though, is still 
very fluid and very much in development, and there is another function 
that I think you may realize may come in later, and that is the regula- 
tory function. I am not quite sure how much that will fall to the 
Commission and how much to other bodies. 

I like the five-man Commission, Senator Anderson. 

Senator ANpeRsoN. Do you think it would be possible to split off 
the administration of these plants either by completely delegating 
them to the General Manager or leaving them for the responsibility 
of the Chairman? That is the only place I see any possibility for 
any desire for change in the organization. 

I do think the at plants of the size that are now being constructed at 
Portsmouth, Savannah River, oe ah, are a little bit different from 
the ordinary function indulged in by members of the Commission 
where they have equal standing. 

Dr. Smytu. This is certainly true, and that is why I emphasize 
my feeling that the Commission has to be on its guard against inter- 
fering with the General Manager’s administration of the business. 
In my mind it is the General Manager’s function to see to it that the 
plants are built and operated once the Commission has decided that 
they should be built and that they should be operated. 

Now the difficulty that comes in there I believe is this: It is very 
hard, particularly in a developing technology like this, to draw the 
line between policy which I believe is the function of the Commission 
and operations, and I do not think the Commission can operate, can 
determine policy, in a vacuum. 

I think the Commission needs to know the whole business from ore 
to weapons. I have always taken the position that I could and 
should talk to anyone, contractors, employees or anybody else, to find 
out, to get information, but that as far as any action was concerned it 
was the General Manager’s Ss province. 

Senator Anperson. I am trying to tie it down to some other Gov- 
ernment agencies or some other experience. It does seem to me that 
there might be some justification for the proposal that is in this bill, 
for example, the operations of the Interstate Commerce Commission. 
I do not have many dealings with the Interstate Commerce Commis- 
sion, but I assume that all members of that Commission stand on an 
equal footing and the Chairman presides. 
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They have custody over several millions and billions of dollars’ 
worth of railroad properties as far as ratemaking operations are con- 
cerned. But if you were to suddenly set up all the railroads in this 
country as a Government monopoly I imagine that you would try to 
have a single head run the entire organization as far as the operating 
work is concerned, where you might have a board of equal partners 
who ran the administrative work on the Interstate Commerce 
Commission. 

Similarly we have in our various State agencies that regulate the 
oil industry, for example, and I can assume that the Texas commission 
which has probably more information than any other State commis- 
sion on a broad field can regulate the oil industry pretty well. 

What Texas does pretty well determines what my neig shboring State 
does. If Texas decides to reduce the allowable per day, generally 
speaking our Commission will decide to follow suit. So there is a 
good indication there that they follow through. But if you were to 
take the whole oil industry by some legislative wand and threw it 
all together, putting in one company, the Standard Oil Co. and 
Phillips, and all the rest of them, I doubt if you can trust the man- 
agement of that to an equal powered board. 

I think you would have to have some one executive. That is why 
1 wondered if there is not some ee field where you can say 
that in the process of regulation, granting of patents and granting of 
licenses, everybody shi all stand on an equal footing with the exception 
of one man who will call the board to order and sign the minutes. 

When you come to administer Portsmouth, Savannah, and ee 
and the laboratories—maybe leaving the laboratories out of it—but 
the manufacturing end of it, my own limited business experience tells 
me that possibly you are going to have to have one man run it. 

Dr. Smyru. May I respond to that? 

Senator Anperson. Yes, I am hopeful you would. 

Dr. Smytu. I would add to the regulatory functions that you sug- 
gested as appropriate for a commission the policymaking functions 
also. 

Senator Anperson. So do I. I thought it was understood that I 
had suggested the policymaking functions, but when you come to 
administer, unless you are built differently than I, I have to do it 
alone. 

Dr. Smytru. That is the reason why the General Manager is a 
single man, and I think it is the function of the General Manager to 
carry out the administration of the business as you suggest is neces- 
sary. I entirely agree that there should be one person — the 
business, but I think that it should be the General Man: iger. I do 
not think it should be the Chairman of the Board of Directors, so to 
speak. 

Senator Anperson. Then our difference is as to whether or not you 
will have a Chairman of the Board who is also president or whether 
you have a Chairman of the Board and an outside president. 

Dr. Smytu. I believe that is correct. 

Senator ANnperson. That is not too far apart from what the bill 
proposes ¢ 

Dr. Smyru. May I perhaps suggest what I think I mentioned 
when I testified in executive session? I believe that if you want to 
have a one-man operation here, this I would not agree with, but I 
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think it is a perfectly reasonable arguable position, but then I do 
not think you ought to have a full-time group of Commissioners pres- 
ent as advisers or whatever they are supposed to be. 

Then I think you better have a totally different kind of organization. 

Senator Anperson. Yes, if you only have one field of operation. I 
am not trying to say that I am committed to the idea that there must 
be a prince ipal officer, but this point bothers me quite a little because 
I find it difficult to disassociate from my mind the thought that some 
person has to run a business when it gets to a fair size. 

I think we all go back to our own experiences. May I just say that 
when I had some responsibilities in the Department of Agriculture 
I did not mind the Commodity Credit Corporation where all the Di- 
rectors stood on an equal footing, including the Chairman of the 
Board, who happened to be the Secretary of Agriculture, and every- 
body had an equal vote. We all got along fine until 1 day the Presi- 
dent seized the packing plants and gave me $1.6 billion worth of 
property. 

hat I administered as a single individual. I did not care for any 
board action on that. I do not know how you ean run all the packing 
p ylants in the country unless some one person has something to say. 
That is the thing that bothers me in this situation. 

I can understand the necessity for a Board that handles all policy 
matters, the setting up of wise procedures in which there may be regu- 
lations setting up the wide proposition under which they may issue 
patents and all that sort of thing. I think there is a grave need for 
that sort of Commission. 

But when it comes to an individual plant of the size of Oak Ridge 
and the size of Savannah River, I assume it is going to be, I do not 
know too much about it except that any time you invest $1.1 billion 
or more in a plant I assume it is a pretty sizable plant even though 
have not seen it. We have 3 or 4 of these, and I fail to find a decent 
idea of how you are going to run these by a board that has its power 
equally divided. 

Somebody some day has to make a decision instantly, and that 
bothers me. 

Dr. Smyru. May I just say again, Senator Anderson, I would ex- 
pect that those decisions that do have to be made instantly are nor- 
mally made by the General Manager. The place that we differ would 
be, if I understand you, that I think this policymaking board should 
not have in it the man, or as Chairman of it, the man who has heavy 
day-to-day responsibilities for running the plant. 

I think that should be separated from the Sek, from the Commis- 
sion and should be in the hands of the General Manager. 

Senator Anperson. That is what I wanted to get, was your opinion ; 
that you should have your General Manager and not the Commission. 
You would have the Commission, and the General Manager would do 
the running of it? 

Dr. Smyru. That is my view. 

Chairman Cotr. Mr. Holifield ? 

Representative Horirrevp. I want to say that I believe this commit- 
tee is the most important committee in Congress as far as I am con- 
cerned and that this legislation we have before us is the most im- 
portant legislation that will be considered this session. 
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I also want to say that I believe the continuity of the type of admin- 
istration that we have had under the Commission form of manage- 
ment in the future is very important if this tremendously important 
project is going to go forward in the future as it has in the past, 

I have the highest degree of respect for each member of this Com- 
mission, and I have the utmost confidence in their integrity. If 
differ with them during the ensuing questions it is merely on the 
matter of obtaining the objecti tive th: - I know they want to obtain, and 
I want to obtain, and that is the best interests of the Nation. 

I would prefer to have the five weulae at the witness table 
order to shorten my questioning because it may be necessary for me 
to be repetitious, but I will abide by the will of the chairman if he 
would like for me to proceed one at a time. 

Chairman Core. Well, let me say I have no feeling on it; it just 
seems to me that it would be better for the committee to exhaust the 
interrogation of a single witness than to have the members of the 
committee interrogating several witnesses intermittently. Perhaps 
your idea would be more expeditious. We never will know. 

Representative Hortrterp. If the chairman has no objection I am 
W illing to take them one at a time. 

First I think we might establish the nature of the muppnenpen of 
this Commission in relation to other Commissions of Government 
such as the FCC, the ICC, the SEC, and other quasi-judicial and 
quasi-regulatory bodies. This atomic energy project is also an oper- 
ating, a manufacturing, a producing agency as well as being quasi- 
judicial and quasi-regulatory body, is that not true? 

Dr. Smyru. That is correct. 

Representative Horirme tp. The Congress, recognizing that, chose 
deliberately the commission form of government in order to bring to 
the Commission a varied group of individuals with various expert 
backgrounds such as your own, Mr. Smyth, in the field of physics and 
with other equally necessary attributes from the field of industrial 
management, legal ability and other qualifications. 

Recognizing that it was an operational project it created a General 
Manager, and that General Manager executes the administrative func- 
tions. He is the overseer of the operational phase of the business, 
is that not so? 

Dr. Smyru. Yes, sit 

Representative Horirrerp. He was given a salary, higher than every 
member of the Commission except the Chairman, and he was given 
an equal salary with the Chairman of $20,000 a year, the other four 
Commissioners receiving $18,000 as a recognition of the tremendous 
job which was given him in the field of industrial management and 
operation. 

Thereby the Congress recognized his importance to this whole 
project. Now the Commission is a policymaking body in the specific 
fields of carrying out the general policies set forth in the Atomic 
Energy Act by the Congress, is that not right? 

Dr. Suyru. Yes. 

Representative Houtrterp. Is it also a regulatory body in that it is 
authorized to make such regulations and rules and institute such 
procedures as will cause this project to move forward efficiently, is 
that not true? 

Dr. Smytu. Yes. 
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Representative Horirretp. It is quasi-judicial as well as quasi-legis- 
lative through its regulatory function in the field of making determi- 
nations of the security of personnel, is that not true? 

Dr. Smyru. Yes, sir. 

Representative Hortrrevp. And when the field is broadened by new 
duties in the field of licensing industrial reactors it will broaden that 
field of administrative duties to the point where you will assume a 
quasi-judicial function in the determination between applicants for 
licenses ; is that not true ? 

Dr.Smytru. Yes, sir. 

Representative Hontrreip. This Atomic Energy Commission is an 
independent agency of Government, is it not ? 

Dr. Smyru. Yes, sir. 

Representative Horirte.p. It isso listed and so considered ? 

Dr.Smyru. Yes, sir. 

Representative Hoxtrretp. It is responsible to the will of Congress 
as set forth in the Atomic Energy Act, is it not ? 

Dr. Smyru. Well, we are of course a part of the executive depart- 
ment, Mr. Holifield; we are responsible to the President but also have 
the responsibility-——— 

Representative Horirtetp. I will get tothat. You are responsive to 
the President in those areas that the Congress has set forth that you 
shall be responsible to him. Therefore, the President’s function in 
relation to this act is also set forth in the Atomic Energy Act. 

There are certain things that he may direct the Commission to 
do, and recognizing that, there might be differences between the mem- 
bers of the Commission; the President was set forth, the President’s 
duties, to decide those controversies, was set forth in the act, I believe ? 

Dr. Smyru. I think you may have reference to possible controver- 
sies between the Commission and other branches of the executive side 
of the Government, Mr. Holifield. 

Representative Horirretp. Well, I will readily accept that sugges- 
tion. I will also suggest an occasion in the determination of whether 
the H-bomb program should be pursued when the Commission voted 
3 to 2 against pursuing it, and the President made the decision that 
you might go ahead and make it—that you should go ahead and make 
it; is that true? 

Dr. Smyru. May I correct that, Mr. Holifield ¢ 

Representative Horireip. Yes, please do. 

Dr. Smyru. The Commission never voted 3 to2. The Commission 
voted unanimously that this decision should be made by the President; 
that it involved so many different facets of the Government and was 
of such far-ranging importance that the Commission voted unani- 
mously to send a paper to the President which suggested the various 
facets of the problem. 

There were appended to that paper suggestions from the various 
Commissioners as to what might be the appropriate answer to this 
general question, but the Commission always recognized that the Pres- 
ident should make the decision as to whether or not the H-bomb work 
should go forward. 

Representative Hoxirrervp. I will accept that statement, sir, and I 
want to qualify my own statement because I inadvertently said some- 
thing I did not intend to say. I intended to say that there was a 
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difference in viewpoint in the Commission as to whether we should 
go into the hydrogen field on a crash basis, on an accelerated ba is, 
and I believe that the view points of the Commission did fall into a 
3.2 category or 3 as against 2 category ; is that not true? 

Dr. Smyrx. Mr. Holifield, could I answer that ! 

Representative Hottrtetp. On a 3 to 2 decision. I might say that 
the reason I use that term, we have been talking about 3.67 mills for 
electrical power, and we will get to that 1: ater J hope. 

Dr. Smytu. If we could get it down to 3.2 mills we would be very 
happy. 

Representative Houirtetp. Yes, sir, so would I. 

Dr. Smyru. Mr. Holifield, may I again amplify my answer to that ? 

Representative Hotiriep. Yes, because I think it is important that 
this be on the record correctly. 

Dr. Smytu. As I said, the Commission at the beginning of Novem- 
ber 1949 sent a document to the White House which contained this 
general recommendation that the President should make the decision 
that he should explore it with other agencies and also contained a con- 
siderable amount of background information which included, of 
course, the obvious necessity of getting the views of other departments 
of the Government such as the Department of State and the Depart- 
ment of Defense. 

At that time in the beginning of November, these different views 
of the Commissioners were appended, and you are right in saying that 
three of the views on the whole suggested that we should not go ahead 
immediately with a large H-bomb program and two suggested that we 
should. 

In the course of the 2, nearly 3 months before the President made 
his decision, the members of the ( aneieniets received, perhaps I should 
say an education, or I will speak for myself, on the factors that we 
know should be considered but on which we had not gotten the views 
of the other departments up to that time so that I believe, in fact I 
know, that as of the time that the President made his decision the 
views of the Commissioners had altered appreciably. 

You may possibly recall that we testified in exec utive session before 
the joint committee I believe it was on January 27, 3 or 4 days before 
the President announced his decision. At that time the committee 
asked the various members of the Commission what their views had 
been and what they currently were. 

Perhaps I should not speak for other members of the Commission. 
I would say that I myself felt at that time and I believe I so testified 
that the ideas that I had had in mind early in November which caused 
me to suggest that we should delay going ahead with the hydrogen 
bomb, were unsound; that in that 3-month interval I had learned 
that courses of action which I had hoped might be considered profit- 
able, were considered unprofitable by those who knew much more 
about it than I did, and therefore I had come to the conclusion that 
we had no choice as to the course we should pursue. 

I believe that at least one other member of the Commission had 
also changed his views, but I do not think it is appropriate for me to 
testify on that count. 

Representative Hortrrevp. I thank you for that statement, and I 
want to say at this time, Dr. Smyth, that every member of this com- 
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mittee went through that same period of soulsearching on this question. 
We all started off feeling I think very much as you felt, and we gradu- 
ally, some of us quicker than others, came to the position that it was 
necessary to go ahead, and this is one thing that 1 would want to say 
on the record, that the time that it took any man to make up his mind 
to go ahead on that horrible mass-destruction weapon that is inherent 
in the H-bomb was a time that I would not criticize because of the 
tremendous issues involved. 

I certainly would criticize no one on that point. 

I think we have established pretty well the function and type of 
the Commission. Now I want to ask you if you think the effective- 
ness of commission-type management depended among other reasons 
on (@) maximum access to pertinent information; (6) mutual dis- 
cussion and interchange of ideas; (¢) on decisions which were finally 
approved by the majority of the AEC members. 

Would you say that those were the three important factors in the 
function of the Commission ? 

Dr. Smyru. Yes, Mr. Holifield, I certainly would feel that those 
were all-important factors in the functioning of the Commission. 

Representative Hoxtrietp. Would you want to add others that you 
may know because of your work that are just as important ? 

Dr. Smyru. No; I think you have covered the main points. 

Representative Horirretp. Now during the period of your service 
on the Commission of, I believe you said 5 years, has that condition 
of maximum access to pertinent information obtained? Have you 
had repeated mutual discussion and interchange of ideas, and have in 
the most instance$ decisions of any importance been decided by ma- 
jority decision ? 

I = speaking now about the period of your service up until August 
of 195: 

Dr. Sur tH. Mr. Holifield, I would prefer to speak generally about 
the whole period of my service. 

Representative Horirrerp. Can you not answer my question, sir, 
because we have five witnesses, and I do not want to cut you off, but 
if you can answer my questions. 

Dr. Smyru. Could you repeat the specific question, Mr. Holifield ? 

Representative Horirm.p. During the period of your service on the 
Commission up until August of 1953, do you feel that those three 
conditions which I enunciated obtained in your work with the other 
members of the Commission ? 

Dr. Smyrn. Yes. I have to make this qualification, that there have 
always been some questions which I would call fringe questions—that 
is, that involved much more than the Commission where not all the 
members of the Commission had all the information that might bear 
on those questions. 

Representative Horrrretp. But on important matters you did have? 

Dr. Smyru. On matters clearly within the Commission’s function 
we did have. 

Representative Horirrerp. Has there been in your opinion a lack of 
access to all pertinent information in recent months and a lack of 
mutual interchange of ideas? 

Dr. Smytu. The reason I mentioned other areas of information 
than those specifically in the Commission’s province was because I 
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feel that there has been a change in the last year in the sense that the 
present chairman has access to more areas and responsibilities in more 
areas than the previous chairmen have had. 

It is, therefore, extremely difficult for me to answer your question 
straight out, Mr. Holifield. 

Representative Hoxtrretp. My question at all times when I question 
on this point, I want you to know that my question pertains only to 
those matters pertinent to and relating to the atomic energy business. 
It does not go beyond that. 

Dr. Smytu. I have had the feeling, I am very sorry to say this, Mr. 
Holifield, I have had the feeling that the present chairman has had 
not as much confidence in me as the former chairman and that, there- 
fore, there was not as much informal discussion between the present 
chairman and me, and I will only speak for myself, as there was in 
former years, and in that sense, which is very important and very hard 
to define, and that is the reason I am extremely reluctant to testify in 
this manner. 

Representative Horirretp. I know youf reluctance, and I am reluc- 
tant to ask you the question, but I think that the functioning of this 
Commission if we are going to have a commission form of manage- 
ment, that this feeling if there be a feeling, or this lack of equal access 
to information pertinent to the atomic energy program, must be laid 
on the table today, and something must be done by this committee if 
that condition exists to see that this lack of cooperation or lack of 
access to pertinent information is corrected. 

Dr. Smytu. Mr. Holifield, if I were to say that I had not had access 
to pertinent information it would be very proper for you or someone 
else to ask me to cite specific examples. This I find extremely difficult 
to do, in fact entirely impossible to do in open session but difficult to 
do under any circumstances. 

Representative Hoiirretp. I know it, and I am not going to ask you 
to do that in open session; that is the responsibility of the Chair if he 
wishes you to do that. I am not going to ask you to go into these 
matters, particularly if they happen to pertain to international 
relations. 

Dr. Smyru. I do not even mean to imply that I could give you 
answers in closed session. I have tried to express this in terms of an 
atmosphere because I think that is the fairest way in which I can 
express it. Perhaps it is my own fault. 

Representative Hotrrietp. Well, let me ask you this question : Have 
there been to your knowledge any important policy decisions or com 
mitments made in the atomic energy field by the Chairman of the 
Commission without consultation with other Commissioners ? 

Dr. Smytu. I don’t think—— 

Representative Hoxirrevp. All I asked you for is a yes or no answer 
on that. 

Dr. Smyru. That is the most difficult form. Well, if you are ask- 
ing for a yes or no answer, Mr. Holifield, I would say no, I could not 
cite an example. 

Representative Hoxtrietp. That is fine. Were you consulted re 
garding the President’s international atomic pool plan before it was 
announced / 

Dr. Smytu. I was consulted about the plan; I did not know of the 
speech. 
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Representative HouirreLp. Were you consulted regarding the Presi- 
dent’s announcement regarding the adequacy of weapon sizes? 

Dr. Smyra. About the what ? 

Representative Hotirrerp. Weapon sizes. 

Dr. Smytu. No, sir. 

Representative Hotirmip. Were you consulted about a world con- 
ference of scientists on atomic energy sponsored by the United States 
prior to its announcement by the Chairman? 

Dr. Smyru. No, sir. 

Representative Hotirrecp. Was it customary for other members of 
the Atomic Energy Commission to accompany the former Chairman, 
Mr. Dean, to the White House to confer with President Truman on 
atomic problems and policies ? 

Dr. Smyru. It was customary, Mr. Holifield, for us to visit as a 
body, to visit, the President when we were asking for our directives 
in terms of the next year’s operation, and we usually then reviewed the 
whole progress, our accomplishments in the previous year and then 
had a general chat. 

I cannot say that we often went as a group to see the President. 
We did not. 

Representative Hortrrevp. Did any of the present Commissioners 
accompany Mr. Dean to the White House to confer with President 
Eisenhower on atomic matters during the first six months of 1953? 
Maybe I should ask a. if you did. 

Dr. Smytu. Yes, I did on one or two occasions, perhaps three. 

Representative Hoxtrretp. Were there other Commissioners with 
you? 

Dr. Smyrn. They were sometimes. 

Representative Horirrerp. Yes, sir. Since Admiral Strauss has 
been Chairman almost a year now, have any of the members of the 
Commission accompanied him to the White House for a conference on 
atomic matters with the President ? 

Dr. Smyrna. I have not. 

Representative Hortrrenp. You have not? Do you believe that it 
is possible for the Commission to function efficiently unless each 
member has equal access to pertinent atomic information and unless 
each member has the chance to interchange ideas, discuss the policy 
matters which you have to make decisions on? 

Dr. Smyrn. No, Mr. Holifield, I do not. I think it is perfectly 
possible that certain areas of information might for special reasons 
be withheld. I think I mentioned one of them in executive session. 
I think every time that is done it impairs the effectiveness of the 
Commission operation. It may occasionally be necessary and un- 
avoidable. 

Representative Horirrerp. Your testimony has already established 
the point that you would be against the language, “shall be the prin- 
cipal officer of the Commissioner,” I believe that is in the pending bill ? 

Dr. Smytu. Yes. T do not nderstand the language, and therefore 
[ am concerned about it. 

Representative Horirtenp. Yes, sir. Now if that language was 
stricken from the bill and language which might not necessarily be 
just exactly like this but would convey that general idea should be 
offered and accepted by the committee, and I will read the language 





AMEND ATOMIC ENERGY ACT OF 1946 795 


and then I will ask you if you think that it would be of assistance 
in solving the situation that now exists on the Commission. 

The language i is as follows: 

All Commissioners shall have equal access to all pertinent information relating 
to the purposes and objectives of the Commission under the Atomic Bnergy 
Act and shall have equal standing as Commissioners in the consideration and 
adoption of Commission policies. 

Did you understand the language, sir? 

Dr. Smyru. I think I understand the language. 

Representative Hoxirtetp. Would you like for me to read it again ? 

Dr. SmytH. Would you read it again, Mr. Holifield ¢ 

Representative Horirtetp (reading) : 

All Commissioners shall have equal access to all pertinent information relating 
to the purposes and objectives of the Commission and shall have equal standing 
as Commissioners in the consideration and adoption of Commission policies. 

Would you have any objection to that language ? 

Dr. Smyru. No, I think I have no objection to that language, Mr. 
Holifield. I do not know what difficulties of interpretation it might 
lead you into. 

Representative Honirieip. But the general thought would be ac- 
ceptable to you, and you might think that that might cure or assist 
the Commission in placing them on an equal standing as far as access 
to information and consideration and adoption of Commission policies 
were concerned ? 

Dr. Smyru. It might. As I say, I do not know how it would be 
interpreted or applied always. 

Representative Hoxirreirp. Let us just use it as ordinary language, 
and we will forget about the legal language because I am not an 
attorney either, you know, I am going to get our esteemed counsel, 
Mr. Norris, to draw up the proper language. I am just drawing up 
these ideas. 

Dr. Sayrn. As a philosophy of operation it seems to me that it 
has been implied in the past, and I think it is an appropriate philoso- 
phy of operation. 

Representative Horrerrup. Thank you, Dr. Smyth, for those an- 
swers, and I assure you that while some of the answers may have 
been personally embarrassing to you I believe that they were necessary 
to be asked. 

That is all, Mr. Chairman, with this witness. 

Chairman Cote. Senator Pastore? 

Senator Pastore. The thing that puzzles me in all this, we had 
quite a hassle both in executive sessions and in public sessions with 
reference to a phrase that was used originally in section 1 of the 
declaration with reference to whether we should use the w ae “and 
strengthen free competition in private enterprise,” or if I remember 
correctly, whether we should use the words, “fostering our system of 
free enterprise.” 

Now I had been led to believe that there was no intention in this 
draft to change the present coequal responsibility of the Commis- 
sioners. Now I think my question should be directed to the chairman. 
What are we trying to do with the language in the present law? Are 
we trying to change this coequal responsibility or are we not trying 
to do it? 
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Chairman Core. Are you directing your question to the chairman ? 

Senator Pasrorr. That is right. 

Chairman Corr. We are trying not to change the position, the au- 
thority or responsibility of the Chairman of the Commission in any 
respect. 

Senator Pasrore. Then why are we hassling here over these words? 
Why do we not just take them out and get going on our business? 

Chairman Corr. Simply following the pattern that the House has 
followed in attempting to follow the ‘recommendations to be made | V 
a group of citizens headed by President Hoover when it made recom- 
mendations covering commissions. 

Senator Pasrorr. Then is it fair for me to say that regardless of 
the words that we are using in this section 21 that we do not intend to 
change this coequal responsibility of each of the Commissioners ? 

Chairman Corr. Of course not, because it is written in there spe- 
cifically that each Commissioner shall have a vote, an equal responsi- 
bility. 

Senator Pasrore. In view of that, Dr. Smyth, what have you to say? 
If it is the clear intention not to ¢ hange the present system, if it is 
the clear intention that each one shall have coequal responsibility, 
then these words could be considered surplusage, could they not? 

Dr. Smyru. Senator Pastore, what I said in my statement was 
that. is the only reason for referring to the chairman as principal 
officer of the Commission is to design: ite him as the individual who 
presides at the meeting the phrase is harmless but redundant. 

Senator Pasrore. oe fore, if we write it in the report that that 
is the clear meaning of it, you would have no objection, would you, 
Doctor ? 

Dr. Smytru. No, sir. 

Senator Pasrore. That is all. 

Senator Corpon. May I ask a question, Mr. Chairman? 

Chairman Core. Mr. Kilday ? 

Representative Kinpay. No questions, 

Chairman Cots. Senator Cordon? 

Senator Corpon. Congressman Holifield’s question with respect to 
recent experiences of the members of the Commission with respect 
to visitation with the President of the United States and your answer 
raise in my mind the view that you object to any visitation of the 
President by the Chairman of the Commission without the other 
members of the Commission being present; do you ? 

Dr. Smyru. No, Senator Cordon, I attempted to make my answers 
purely factual. 

Senator Corpon. Pardon? 

Dr. Smytu. I attempted to make my answers purely factual. 

Senator Corvon. Do you object? 

Dr. Smytu. No, sir, I think it is desirable that the other members 
of the Commission should go along occasionally. I think no one has 
ever suggested that the other members of the Commission have no 
right to go and see the President at any time they want. 

Senator Corpon. I agree with you they have that right and should 
have. 

Dr. Smyru. The Chairman of the Commission, so far as I know, 
has never suggested that we did not have that right. 
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Senator Corpon. And so far as I can determine from the language 
here, there is nothing to indicate any additional power in the Chair- 
man to do that, but I think we have reached a point now where it 
is well to get the views of the members of the Commission in this 
field if there is a difference here. 

If there is no difference then we are all wasting our time. 

On pages 8 and 9 of your written statement you set out your 
recognition of the heavy responsibility resting upon the Chairman of 
the Commission. You indicate the fields of that responsibility. I 
suggest that your language on pages 8 and 9, your statements in them- 
selves, indicate that the Chairman does have the characteristics indi- 
cated in the added language in the proposed act, the new bill. 

In other words, that he is the chief officer of the Commission. You 
indicate wherein the Chairman must use his judgment and it must 
be a high degree of judgment. I note on page 9, and I quote as 
follows: 

Occasionally in the past, the Chairman has asked some Commissioner to 
represent the Commission in matters involving other agencies of the Govern- 
ment. This has always been done with the concurrence of the other Com- 
missloners. 

That has been a matter of a practice in the Commission, of course. 
Would you feel that the Chairman was going beyond his authority 
were he to make that request of a Commissioner without the con- 
currence of his colleagues ¢ 

Dr. Smyru. I am not sure that he would be going beyond his au- 
thority. I think he would be going beyond—lI think he would be 
much wiser to get the current concurrence of the Commission. 

Senator Corvon. I agree with you, but he might do that, however, 
as the Chairman, might he not ? 

Dr. Smytu. Well, Mr. Cordon 

Senator Corpon. That would be his conclusion and his decision ? 

Dr. Smyru. I suppose so, but what we have brought out today I 
think fairly clearly is that the definition of the Chairman’s functions 
is not in the act and in fact it is very difficult to spell out in the act. 
I do not think it should be spelled out in the act. I would much 
rather have the Chairman not worry about whether he had the au- 
thority or did not have the authority to name another Commissioner 
to do thus and so. I would be much happier. 

Senator Corvon. Ido not think he is worrying. On pages 9 

Dr. Smyru. Excuse me, may I finish my remark ? 

Senator Corpon. Pardon me. 

Dr. Smyrn. I think perhaps you misinterpreted. What I meant 
was that I think he should worry whether for the smooth function- 
ing of the Commission he should consult his colleagues rather than 
wondering whether or not he had the statutory authority to ignore 
them. 

Senator Corpvon. Dr. Smyth, I ask you the question solely to de- 
velop whether there has grown up in the Commission any underecur- 
rent of difference. Frankly, I hope there has not. I would like 
to see a complete open cooperative effort at every step of the way 
in handling this, probably the most important executive function in 
this Nation short of the work of the President himself. 

Do you feel just a little uncertain about the whole thing now, the 
cooperative effort, or do you ? 

48184—54—pt. 216 
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Dr. Suyru. You mean do I feel uncertain about the Commission 
form ? 

Senator Corpon. No, no, about this Commission with its present 
personnel carrying on in the traditional pattern of complete full dis- 
closure and cooperation. 

Dr. Smyru. Senator Cordon, there always has been some difficulty 
inthe Commission. This is inherent in the commission form of opera- 
tion, and this is a penalty that I think is worth paying for the ad- 
vantages of it. I would say that there has always been a certain 
amount of tension. It has been, according to my feeling, a little 
greater recently than it has been in the past. 

There may be a great many reasons for this. I certainly think that 
it has been greatly exaggerated at times in the press perhaps. 

Chairman Cote. I wish you would reemphasize that. 

Dr. Smyru. I am afraid if I reemphasize it it will again get re- 
emphasized in the press, Mr. Cole. 

Senator Corpon. Doctor, just a couple more questions and I am 
through with you. You continue on page 9, your statement, with 
respect to the duties of the Chairman of the Commission. You in- 
dicate that he, the Chairman, must hold many interviews with repre- 
sentatives of foreign powers, especially in connection with raw mate- 
rials program, and I suggest that that is in my judgment exactly 
the thing that Senator Anderson had in mind in his discussion; at 
least that is what he indicated to me he had. You note that it is 
of course impractical to have all the Commissioners present at all 
times in these interviews, and you add, “Under the current law it is 
understood that the Chairman alone cannot pledge the Commission 
to any course of action.” 

That, I believe, is what this bill provides at the present time when 
it requires that the action of the Commission be the result of a de- 
cision by the Commission in which each Commissioner has one vote. 
Then you indicate that there have been statements in the.press indi- 
cating that perhaps the Chairman ought to have more administrative 
power than he has. 

In view of the statement made by the chairman of this joint com- 
mittee and assuming that when a bill which I think I may properly 
assume will be this bill with some amendments, is reported to the two 
Houses for action, if in a report that will accompany the bill, which 
report would have a definite legal standing in connection with inter- 
pretation of the terms of the bill, there appear with respect to this 
particular matter language indicative of the committee’s understand- 
ing of the meaning of the language it has added to the bill and that 
in that understanding it be clearly stated that the language used that 
the Chairman shall be the chief officer of the Commission is simply 
declaratory of the Chairman’s position as Chairman in the ordinary 
sense of the term, the chosen individual to speak for the Commission, 
let us say, with respect to those things which the Commission has 
decided, would you object? 

Dr. Smytu. Those things which the Commission itself had decided ? 

Senator Corpon. Certainly. Then would you feel that there was 
any reason for concern with respect to the language ? 

Dr. Smytu. No, sir; I think not if I followed you correctly, and I 
think this goes back to my earlier point that my concern for the 
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language was concern because it had not existed before and I did not 
understand the reason for introducing it now. 

Senator Corpon. May I say, Doctor, and then I will conclude what 
T have to say, Mr. Chairman, that from what little a country lawyer 
may know of the law, I understand that when language, new language, 
appears in legislation that there is a presumption that it was put 
there for some purpose and that, therefore, it should be clear as to 
what that purpose was, and you are certainly not in an improper field 
in raising the question. 

Dr. SmyrH. Thank you. 

Chairman Corz. Mr. Van Zandt? 

Representative Van Zanpr. Dr. Smyth, I am somewhat confused 
regarding a statement you made. You said that the present Chairman 
did not confer with you as much as the previous Chairman had. Now 
at the same time in your statement you describe his duties, and then 
you say, “In addition the Chairman has, of course, many external 
responsibilities.” 

Then you talk about his attending the National Security Council 
and so forth and so forth. Have you taken consideration that prob- 
ably the present Chairman is doing just about all he can do from a 
physical standpoint and possibly that is the answer ? 

Dr. Smytu. I think I cannot entirely recall everything I said, Mr. 
Van Zandt. I said that I was speaking of a more or less personal 
relationship, and I said, I think I said, that there might be many rea- 
sons for it, and I think the one you suggested might very well be the 
one. 

Representative Van Zanpt. Has he shown any special attention to 
other members of the Commission and ignored you? 

Dr. Smytu. I would not want to suggest that, Mr. Van Zandt. I 
would not want to suggest that Mr. Strauss and I are not on very good 
terms. In fact, I think we were discussing precisely this last night 
when we agreed that we could disagree with people we like very well. 
It may be a question of his not having time. I think it is. 

I should certainly like to say that Mr. Strauss is working harder 
than any other member of the Commission, and I do not think many of 
us are particularly lazy. 

Representative Van Zanpr. That is true, Dr. Smyth, but is it not 
true that the duties of the Chairman has 

Dr. Smyru. May I correct my statement, Mr. Van Zandt? I would 
like to say that none of us is particularly lazy. 

Representaive Van Zanpr. Is it not true, Dr. Smyth, that the duties 
of the Chairman have multiplied from the days of the begnning of this 
Commission until the present time ? 

Dr. Suytru. Well, I think the Chairman himself is the best one to 
testify as to the duties of the Chairman. 

Representative Van Zanpr. You are a member of the Commission ; 
and undoubtedly you can testify as to whether the workload has 
increased. 

Dr. Smyru. I think, and this is possibly part of the picture, I think 
that in one sense the outside contacts, the outside business of the Com- 
mission has increased while in one measure the internal business of 
the Commission has fallen off in the sense that, as you are well aware, 
over the past 5 years we have had, I think, 3 expansion programs, and 
those were very heavy programs which are now pretty well under way. 
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Representative Van Zanpr. Another question, Dr. Smyth, and I am 
finished. In reply to a question put by my colleague from California, 
Mr. Holifield, you said that you knew about the President’s world- 
pool proposal but you did not know about his speech. Do you think 
that the President of the United States should adopt a policy of dis- 
tributing in advance of delivery, copies of a prepared speech to all the 
members of various commissions of Government ¢ 

Dr. Smyru. I was again trying to make a purely factual answer, 
Mr. Van Zandt. No: of course not. 

Representative Van Zanpr. That is all. 

Chairman Corr. Dr. Smyth, 1 want to compliment you on the tem- 
perate presentation you have made of 1 subject which obviously is 
difficult because of personalities that are involved. Your statement 
pl: iced great emphasis upon your belief in the soundness of a commis- 
sion form of ope rating the Government’s atomic-enel ‘gy program. 

So far as I know, there is no proposal to do otherwise than to con- 
tinue the commission system of operation and of the concept that each 
member of that Commission has coresponsibility, equal authority, but 
at the same time recognizing that one of them as Chairman has re- 
sponsibilities above and beyond the responsibilities of other members 
as witnessed by the fact that the law compensates him slightly greater 
than it does the other members of the Commission as partial compen 
sation for that added duty. 

Are you prepared to te }] us the reference you had in mind when you 
said that the Commission, that you as a member of the Commission, 
had not been consulted on “weapons sizes” ? 

Dr. Smytru. I understood the reference to be to a statement that the 
President made I think in a press conference saying that the weapons 
were big enough. Was that not the reference, Mr. Holifield? That 
is what I had in mind. 

Chairman Cote. I do not know, that is why I am asking. 

Dr. Smyru. That is what I had in mind. 

Representative Horirteip. Mr. Chairman, I referred to the Presi- 
dent’s press conference in which I believe the statement was made, 
in which he made a statement I believe on that point. 

Dr. Symtu. That was what I thought Mr. Holifield meant. 

Chairman Corr. Do you attach any significance to the fact that 
the Commission was not consulted ¢ 

Dr. Smyru. No, sir: I was just trying to answer the questions as 
they were put to me, Mr. Cole. 

Chairman Corr. But is created an impression in the minds of some, 
I fear, that perhaps you felt that the Commission should have been 
consulted with respect to the size of weapons. 

Dr. Smyrn. I must say I found it a very interesting idea, Mr. C ot 

Chairman Corr. As a matter of fact, the Commission, so far as I 
know—I will phr ase it differently. So far as I can see, I know of no 
reason why the Commission should be consulted on the size of weapons; 
that isa responsibility of the Defense Department, the military people 
who determine the size of weapons, and they think they may need. 
Having reached that determination then they come to the Commis- 
sion and say, “Please try to make it for us,” but to require or expect 
the Defense Department to consult with the Commission in advance 
in order to reach a determination of the size of weapons I feel is quite 


unnecessary. 
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Dr. Smyra. Mr. Cole, as you know in a deve ‘loping technology like 
this it is a little hard for the Defense Department to set a requirement 
when they do not know what the technology permits. 

Chairman Core. We are talking about size of weapons, not num- 
bers of them, quantities. 

Dr. Smyru. I mean size also. 

Chairman Corr. The size of weapon. I do not see now the Com- 
mission is competent to judge the size of a weapon which the military 
needs. It is a military problem. 

Dr. Smyru. This I agree. The Commission, however, is competent 
to give the Department of Defense an estimate as to how big a weapon 
the Commission can make. 

Chairman Corr. That is right, that is quite so, I quite agree with 
that, but so far as making an expression or reaching a determination 
as to the size of the weapons this Government should have, that in my 
view is in the hands of the Defense Department, and then it is up to 
the Defense Department to determine whether that requirement can 
be met. 

At any rate, you attach no significance to the statement, with which 
I heartily concur, in which he said that so far as he was concerned he 
felt we made them big enough ? 

Dr. Smytu. I took that as a personal comment of his. I do not 
know. 

Chairman Corr. What significance, if any, do you attach to the fact 
that you as a member of the Commission were not consulted about the 
President’s proposal to convene a conference of atomic scientists, a 
world conference ? 

Dr. Smytu. It would have seemed to me to have been natural to 
consult with me about that, Mr. Cole, I must say. I am the only 
member of the Commission with a scientific background. I do not 
think it is very serious. I do not think it was terribly important 
whether I was consulted before the suggestion was made or consulted 
afterwards, but it certainly is a subject in which I was much interested. 

The Chairman has told me that he had supposed that I knew about 
it, but in fact I did not. 

Chairman Corte. Whether a world conference of scientists is called 
or not, do you feel that the efficiency of the operation of the Com- 
mission is impaired in any respect ? 

Dr. Smytu. Well, this is perhaps a little outside the immediate 
province of the Commission, Mr. Cole. 

Chairman Cote. As to whether a world conference is called? 

Dr. Smytu. Yes. I think the Commission would be very properly 
interested in it. After all, presumably the information that would 
be contributed from our side would come largely from Commission 
laboratories. 

Chairman Cotz. But you do recognize that the determination of 
whether a conference such as this should be suggested is somewhat 
outside the realm of the Atomic Energy Commission ? 

Dr. Smyru. It is perhaps outside our legal responsibilities, Mr. 
Cole. I think it is something of very great interest to members of 
the Commission to which they might be able to make contribution. 

Chairman Corp. I quite agree with you on that, but the fact that 
the Commission was not consulted either collec tively or individually 
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does not appear to me to indicate that the Commission is being slighted 
with respect to the determination of whether a world conference 
should be called or not. 

Now on these visits to the White House, how many times in your 
recollection did you as a member of the Commission visit the White 
House? 

Dr. Smyru. Not very frequently, Mr. Cole, at least once a year my 
guess would be, possibly 2 or 3 times a year. I would not be sure. 
And we have been over there last spring, for example; that is, a year 
ago we briefed the President and NSC once, a few things like that, 
not very frequent. 

Chairman Corr. That was in 1953 when you say last year? 

Dr. Smyru. Yes, in the spring. 

Chairman Coir. And the other occasions that the Commission has 
visited the White House for the most part have they not been in 
connection with the submission of the Commission’s annual report? 

Dr. Smyru. Yes, Mr. Cole. 

Chairman Corr. I am curious to know what your attitude would be, 
and I use the personal equation only for sake of illustration. Sup- 
pose you had been designated by the President as the member of the 
Commission upon whom he wanted to rely for consultation and advice 
in the atomic energy field and pursuant to that confidence you had 
visited, conferred with the President, sat in on National Security 
Council meetings at which the most innermost vital subjects essential 
to our national security were discussed. 

Would you feel obligated when you returned to your Commission 
and the Commission met to discuss with the other members of your 
Commission all of the subjects that were discussed at the President’s 
desk or at the National Security Council table? 

Dr. Smyru. No, I certainly would not, Mr. Cole. I would do my 
best to get permission from the President to discuss with by colleagues 
on the Commission everything that pertained to atomic energy and to 
get permission for my colleagues on the Commission to see NSC 
papers and documents that had to do with atomic energy. 

I recognize that it is the President’s decision. 

Chairman Corr. W ell, I think your attitude is quite proper and 
logical. You do recognize that there might be areas of information, 
areas which you as consultant to the President would have informa- 
tion which could not be passed on to even your colleagues on the 
Commission ? 

Dr. Smyru. That is correct, Mr. Cole. I would again—and of 
course in the areas that had nothing to do with atomic energy there is 
no question. I would again repeat that I would do my best to get 
permission to give full ‘information on anything related to atomic 
energy. 

Chairman Corr. But will you not agree that there are circumstances 
in which there are questions, issues, problems i in which atomic energy 
is a part of it but which is so colored and interwoven with other 
national considerations, international considerations, that in spite of 
the fact that atome energy may be a phase of the problem because of 
the overall complexity of the problem that it would be such that could 
not be discussed with vour fellow Commissioners ? 

Dr. Smytu. I would agree that there is a line here that is difficult 
to draw, Mr. Cole. I do remember one curious occasion several years 
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ago, and I would like to cite this because it completely gets away from 
any personalities involved, when I was asked to serve an as individual, 
as an adviser, on a matter up in one of the other departments of 
Government, and in that capacity I saw some NSC papers which 
seemed to me of vital interest to the Commission. 

It seemed to me very curious that I and a number of other part-time 
consultants were brought in and were able to see those papers but that 
as a member of the Atomic Energy Commission I could not see those 
papers. 

Chairman Coie. Quite so. 

Dr. Smyru. This is the kind of situation that I find somewhat 
surprising. 

Chairman Cote. I think we should keep in mind, as I am sure you 
do, the rather unusual situation, where the President has selected as 
his adviser in this important field a person whose judgment he re- 
spects, a person who happens to be the Chairman of the Commission, 
which creates a rather difficult situation so far as the Commission oper- 
ation is concerned; but counterbalancing that in the overall ledger of 
our best national interests, it may be for the best that the President 
does have the judgment of persons on whom he relies. 

Dr. Smyru. I should think, Mr. Cole, that the President would 
naturally depend on the Chairman of the Commission as such for this 
advice, as long as the Chairman of the Commission had been desig- 
nated by him. 

Chairman Core. I quite agree that that would be the natural pro- 
cedure for any President to follow, but that does not necessarily mean 
that a person should select the Chairman of the Commission as his 
principal adviser in atomic energy matters 

Now, you have referred to the fact that I introduced a bill m: aking 
the Chairman of the Atomic Energy Commission a part of the Na- 
tional Security Council. I still think it is a wise procedure to have 
that man sitting in on the Security Council. However, I recognize 
that there may be times and may be personalities when the President 
may not wish the Chairman of the Commission sitting in on National 
Security deliberations. So even though we may write it into the law, 
if a President takes office who does not want a Chairman of the Com- 
mission to sit in on NSC deliberations, he just does not have meetings 
of NSC. Witness the fact that up until 1953, the NSC agency was not 
used, or used very sparingly. 

So I have come to recognize that it would be futile and would ac- 
complish no good to require that the Chairman of the Commission be 
a member of the National Security Council. However, without hav- 
ing that provision in the law, if a President wants a man who happens 
to be Chairman of the Commission to sit in on NSC council meetings, 
he may do so; witness, that is what is being done today. The Chair- 
man of the Commission is sitting in on Secur ity Council meetings, not 
because he is Chairman of the Commission, not because he applies to 
sit in on Security Council meetings, but because he is requested to do 
so by the President. 

Enough of that for the moment. I want to refer to your statement 
now to see if perhaps by using your own language we cannot write into 
this proposal apropos of the Chairman, language which will spell out 
what apparently you conceive the responsibilities of a chairman to 
be, and a conception with which I agree. 
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On page 4 of your statement, in the first paragraph, you state that 
it was understood, referring to meetings of the Commission, that the 
Chairman would preside at meetings and act as principal spokesman 
for the Commission in its relation to other parts of the Government 
and with the public. Now, would you feel better—frankly, I probably 
would feel better—if we were to write into this proposal that the 
Chairman shall preside at all meetings of the Commission and shall 
be chief spokesman of the Commission in its dealings with other agen- 
cies of Government and of the public ? 

I have another suggestion, but before we move to that—— 

Dr. Smyru. Mr. Cole, I certainly was not under the impression 
that I was writing legislation. 

Chairman Corr. No. You are making recommendations to us, and 
the language has been good, and I have been trying to adopt them. 

Dr. Smytru. This seems to me a description of part of the function 
of the Chairman. 

Chairman Core. That is all right. That is what we intended to do 
when we said that he should be the principal officer of the Commission, 
to try to write in some of the functions of the Chairman. 

Then again, on page 8, where you recite the heavy responsibilities 
of the Chairman, you say: 

He should be not only the vigorous leader of the Commission but in this sense 

its executive servant. 
Now, would you think it better if we were to write into the proposal 
that the Chairman of the Commission shall preside at all meetings of 
the Commission, shall be the chief spokesman for the Commission, and 
shall be the principal executive servant of the Commission? Because 
that, to me, is just what a chairman is. 

Dr. Smyru. I think so, too, Mr. Cole. I was trying to define my 
belief of what the Chairman was. I am always hesitant about trying 
to write such things into legal language. That would be my hesitation 
here. 

Chairman Corr. Well, you have provided us with a fine statement— 
calm, deliberate, and temperate. You have suggested language which 
[ appreciate and I assure you will be considered by the committee. I 
quite concur with your conception of what a chairman is. From my 
own experience, he is nothing more than the executive servant. 

Dr. Smytn: I have been a chairman of a university department, Mr. 
Cole, and I can assure you that there he is nothing more than a servant. 

Chairman Coxe. I think it should be in the record, Dr. Smyth, and 
for the purpose of getting it there, I will ask you this question: In 
connection with the extent to which the Commission collaborates on 
the atomic energy program, can you tell us how frequently the Com- 
mission meets, and how long the meetings last? Is the attendance 
generally rather full? 

Dr. Smyru. The Commission meets about two times a week, I would 
say, now. It varies from week to week. The attendance is quite good. 
You have those records, I think, now. And we have an executive ses- 
sion usually, and a full session with appropriate staff, one of each a 
week. That is the standard practice. Sometimes the executive ses- 
sions are indistinguishable from the other sessions. 

Chairman Corr. Yes. You are quite right. The committee does 
have the record of meetings of the Commission now. And I find 
them most gratifying, because the data which was sent down to the 
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committee in response to its request shows that since July 1, 1953, 
there have been meetings on the average of every other day of the 
week. 

Dr. Smytu. That makes my estimate not quite right. 

Chairman Coir. You said twice a week. The record is even better 
than you have indicated. On an average of three times a week, meet 
ings of the Commission have been held. Attendance of the Commis- 
sioners has been very good. And the subjects have ranged all the way 
from—my power of expression is not adequate—peanuts to gold mines, 
figuratively speaking. You have covered everything at these meetings 
of the Commission. I compliment you. I think the way you have 
been working, at least from the information submitted to the commit- 
tee, shows that the Commission’s system has been effective in operation. 
I think it has been fine. And I think the public should know that the 
Commissioners are on the job, and that they sit in on these policy 
meetings at least three times a week on an average. Rather than being 
one which is subjected to suspicion, domination by any one individual, 
exclusion on the part of other individuals—those impressions are false 
and have no basis in fact. At least I am reassured that the Commis- 
sion is working good, and I am confident that this little language we 
propose to put in the bill is not going to change the effective working 
organization of the Commission. 

If there are no other comments or questions, Dr. Smyth, thank you 
very, very much. 

Another member of the Commission who, unfortunately, was a vic- 
tim of uncontrollable circumstances yesterday—— 


Representative Houirrep. Declassification of testimony. 

Chairman Core. Mr. Murray, who had a statement prepared for 
presentation to the committee yesterday and unfortunately was not 
able to complete it. 


STATEMENT OF THOMAS E. MURRAY, MEMBER, ATOMIC ENERGY 
COMMISSION 


Mr. Murray. I hope, Mr. Chairman, when I finish with my testi- 
mony, you may be able to compliment me as you did Dr. Smyth. 

Chairman Coxx. I have every expectation of being able to do so, 
my friend. 

Mr. Murray. Mr. Chairman, I appear again before your committee 
to reiterate my views with respect to the bill to amend the Atomic 
Energy Act of 1946. The bill reflects a broad comprehension on the 
part of your committee and a knowledge that this new and ever-widen- 
ing atomic field unfolds problems that call for new legislation. 

I came to the Commission over 4 years ago with a bac kground of 
many years of experience in business and industry. Since gradu: ating 
from college and until 1950, I have been actively engaged in  business— 
‘n the manufacture and development of machinery and electrical sys- 
tems and devices. During the World Wars my interest centered in 
improving and manufac tur ing necessary materials for the prosecution 
of these wars. I say “actively engaged in business” because for many 
years I have been the operating head of the Murr: ay Manufacturing 
Co. and active with my father in one of the largest powerplant design- 
ing and engineering organizations of its time. I hold some 200 patents 
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that these firms have put to practical use. I have also served on the 
board of directors of several business organizations. 

I recount these things because I wish to make clear to your com- 
mittee that my view on the proposed bill is that of a businessman who 
has been actively engaged in business over a long period of years. 

During the more than 4 years that I have served on the Commission, 
I have worked with 7 different Commissioners including 3 different 
chairman: Mr. Pike, Mr. Dean, and Admiral Strauss. My business 
experience therefore has been supplemented by a substantial period 
of actual experience as an Atomic Energy Commissioner. This natu- 
rally gives one a first hand insight into the workings of the Commis- 
sion as well as an intimate sense of the need for further legislation to 
permit proper expansion and development in the nuclear field. 

The need for a modification of the present act has for several years 
been apparent to the Commission, as it has been to your committee. 
On many occasions, both privately and publicly I have endeavored to 
point up the needs for modifications of the act. 

As the committee knows, in general, I am in favor of H. R. 8862, the 
Cole-Hickenlooper bill. I will not take the time of your committee 
to discuss the bill in detail as Admiral Strauss has already done this. 

However, there is one provision that I vigorously oppose and to 
which I have already addressed myself in executive session. It in- 
volves a question of the operation of the Commission which is funda- 
mental to the future of atomic energy in this country. I refer to 
section 21 of the bill which states that the Atomic Energy Commis- 
sion shall be composed of five members, one of whom shall be chair- 
man. Although, since my previous testimony, this section has been 
revised, the defect to which I refer still remains. The new language 
does not cure it. The section still refers to the chairman as the 
“principal officer.” This raises a serious question as to the Commis- 
sion’s organization. 

As I stated before, I have served on the Commission for over 4 
years. As a matter of fact, with the exception of Dr. Smyth, I am 
the Commissioner of longest service. The Commission has func- 
tioned as a Commission with five members having the same status 
with respect to authority, responsibility, and access to information 
That is the way it should continue. The Commissioners, selected from 
diverse fields and with varied experience, have in my opinion done a 
good job. During my tenure I have participated in three successive 
major expansions of our production facilities, a tremendous growth 
of our fission weapons stockpile, the development of the thermonu- 
clear weapon, the atomic submarine, and many other great potentials 
of nuclear science. The Commission form is the wisest form of au- 
thority in a field such as this—a field which will have an ever-increas- 
ing and direct effect, not only upon every citizen of the United States 
but upon the world at large. Your committee knows the tremendous 
and far-reaching possibilities involved. 

The Chief Executive, in answer to a question at his press confer- 
ence 2 weeks ago, said that he had the utmost faith in our Chairman 
and that if he could make certain that there was always going to be 
a man there of that caliber he could stand a lot of authority in his 
hands. I think that the President hit the nail right on the head. 
This legislation is not legislation just for today. It is for tomorrow 
and again tomorrow. 
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I strongly recommend to this committee that in atomic energy 
matters a l-man Commission under any circumstances or a 5-man 
Commission that in practice functions as a 1-man Commission would 
be dangerous. I have made known to this committee, in executive 
session, that I am seriously concerned that the present trend toward 
centralization of authority in the Chairman will jeopardize the effee- 
tiveness of the Commission form of organization which is so necessary 
in the field of atomic energy. 

We have not reached the point when atomic matters have become 
routine; when the Commission is reduced to the status of an order 
taker; when the operation of existing production plants and con- 
tract administration are its only tasks. Much more pioneering work 
is necessary. Many important questions in fields which have only 
been touched have yet to be answered before the place of nuclear energy 
in our economy and in our science has been defined. 

Thus, I believe that in the national interest the format of the Com- 
mission should be left as it is. I therefore mabe this suggestion and 
ask your earnest consideration of it. My suggestion is that in section 
21 on page 11 after the word “present” in line | you insert the follow- 
ing new sentence: 

All members of the Commission shall have equal authority and responsi- 
bility in pursuance of this Act and shall have full access to all information 
relating to the performance of this authority and responsibility. 


Mr. Chairman, I cannot too earnestly urge the adoption of this 
amendment. 
Chairman Corr. Thank you, Mr. Murray. I also compliment you 


on your statement and comments. 

Are there questions of Mr. Murray ? 

Mr. Durham? 

Representative Durnam. Mr. Murray, I, too, want to congratulate 
you on your statement and on your recommendation for language there, 
which 1s very clear, in my opinion. But there is some language in 
your statement which I may have read into it but which does, in my 
mind, create a conflict of views. 

On page 2, in the third line, I will read: 

The Commission has functioned as a Commission with five members having 
the same status with respect to authority, responsibility, and access to infor- 
mation. That is the way it should continue. 

sy that statement, I would read into it that there has been no diffi- 
culty in the functioning of the Commission up to the present time. 

Is that what you mean to say ¢ 

Mr. Murray. Well, in another part of my statement, I indicated that 
I felt that there was a trend toward centralization in the Chairman. 

Representative Durnam. I was going to read that later. 

Mr. Murray. But this is the way that the Commission, to my way of 
thinking, has functioned in the past and should continue to function. 

Representative Durnam. Well, you state: “The Commission has 
functioned.” You make it emphatic that it has functioned up to 
the present time in that way. 

Mr. Murray. I didn’t say “up to the present time,” or I didn’t mean 
to if I did. 

Representative Duruam. I may have misread it, but as I read it you 
say that is the way it should continue. Yet in that sentence, you are 
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saying that up to the present time everything has been satisfactory 
in the Commission’s function as to efficiency and order. 

Then later on, there, in the fourth paragraph, this language occurs: 

* * * T am seriously concerned that the present trend toward centralization 
of authority in the Chairman will jeopardize the effectiveness of the Commission 
form of organization * * * 

I cannot put that quite together. Maybe I do not understand your 


argument. 


Mr. Murray. Well, there may be some inconsistency in that lan- 
guage, Mr. Durham. I think I have pointed out in executive session 
some of the things that concern me. 

Representative Durnam. Yes. Well, I would say from that lan- 
guage that there has been a trend, in your mind, that has already 
developed in the Commission, of one man, you might say, taking over 
to a large extent the authority. 

Mr. Murray. I wouldn’t want to give the impression that one man 
has taken over, but I have tried to temper my remarks that there has 
been a trend, at least as I look at it, toward centralization of authority. 
And if language of this kind, as indicated in this statute, is put in, 
it will just accentuate it, to my way of thinking. 

Representative Duruam. Just exactly what do you men by a trend? 
Is it in the actions of the Chairman of the Commission ? 

Mr. Murray. Yes, sir; actions of the Chairman without consulting 
the other members of the Commission, on certain matters that I, at 
least, think were important and should have been matters upon which 
the Commission was consulted. 

Representative Dursam. That is all. I will pass. 

Representative Horrrtetp. Mr. Murray, I want to compliment you 
upon your statement, and particularly do I want to compliment you 
on the language which you suggest at the bottom of page 2. I per- 
sonally accept that language as expressing my attempt to write similar 
language, and as being possibly better, but 1 again say, that you may 
have had access to an attorney, and I did not have. 

Mr. Murray. No, unfortunately, I didn’t have. I am in the same 
position, I think, as you are. I am an amateur trying to draft legis- 
fation. 

Chairman Cote. I would say neither one of you need the advice of 
counsel, 

Mr. Murray. Thank you very much, Mr. Chairman. 

Representative Horirmtp. In addition to the language, I suppose 
that you would also, in order to be consistent, delete the ‘phrase “shall 
be the principal officer.” ? 

Mr. Murray. I would have no objection to leaving the “principal 
officer” in, personally, if this language is added. 

Representative Houirrerp. But if it is not, you would want it de- 
leted. Now, Mr. Murray, I am going to have to ask you, in order to 
be fair to Dr. Smyth, some questions which I believe should be an- 
swered by each member of the Commission if they pertain to them. 
You have already testified that you believe in the commission form 
of management. Would you suggest a smaller, or a larger Commis- 
sion, or do you think that the five-man Commission is adequate to 
handle the job in the future as it has in the past ? 

Mr. Murray. I think the five-man Commission has worked in the 
past and could continue to function properly in the future. 
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Representative Houirtevp. Has the effectiveness of the commission 
type of management depended, among other things, upén: (@) maxt- 
mum access to pertinent information, (6) mutual discussion and inter- 
change of ideas, (c) Cecisions which were finally approved by a 
majority of the AEC members? 

Mr. Murray. I think so. 

Representative Hotirreip. Has there been, in your opinion, a lack 
of access to all pertinent information in recent months? 

Mr. Murray. There has been some. 

Representative Horirretp. Have there been any important policy 
decisions or commitments made in the atomic energy field by the 
Chairman without consultation with the other Commissioners ¢ 

Mr. Murray. There have been some. 

Representative Horrrietp. Matters in which you feel that the Com- 
mission should have been consulted ? 

Mr. Murray. Yes, sir. 

Representative Ho.irtetp. Were you consulted regarding the Presi- 
dent’s international atomic pool plan before it was announced ? 

Mr. Murray. I was not. 

Repersentative Hoxiriep. Were you consulted regarding the Presi- 
dent’s announcement regarding the adequacy of weapon sizes? 

Mr. Murray. I was not. And I think I must hasten to add that I 
think a decision, whether it is on a Presidential level or what level it is, 
military or Presidential level, that is so momentous as that one, if it 
is a decision, surely should have been discussed with the Atomic En- 
ergy Commission; not that the Atomic Energy Commission would 
control the size of weapons, but you can readily appreciate the fact 
that if an announcement is made that our weapon size is large enough, 
it has tremendous effect on the development for the future. 

Representative Horirretp. Were you consulted about Mr. Strauss’ 

announcement of a world conference of scientists on atomic energy 
sponsored by the United States, prior to its announcement ? 

Mr. Morray. I was not, and I might add I don’t think that was a 
particularly important issue. 

Representative Hotirretp. Was it customary for other members of 
the Atomic Energy Commission to accompany the former Chairman, 
Mr. Dean, to the White House, to confer with Mr. Truman on atomic 
problems and policies? 

Mr. Morray. In general, yes. Perhaps Dr. Smyth wasn’t present 
at all the conferences that we had with President Truman. I remember 

very clearly that we went there each year when the stockpile deter- 
mination was made and the amount of fissionable material decision 
was made. I also remember several times after particular tests were 
made that we would go over and discuss the results of those tests with 
the President, tell him what those tests implied as far as we had 
looked at them, and listen to any suggestions that he might have. 

Representative Hortrrexp. You felt perfectly free to bring any 
divergent viewpoints to the President’s attention on any of those 
matters, if there hi appened to be any? , 

Mr. Murray. As a matter of fact, I had done so on many occasions. 

Representative Houirretp. That gave the President, then, access to 
divergent views from men who are charged with the responsibility 
for this tremendous project, did it not? 
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Mr. Murray. They might not have been good views, but they were 
divergent views. 

Representative Horirire.p. I did not commit myself on that, either, 
vou notice. Did you accompany Mr. Dean to the White House to con- 
fer with Mr. Eisenhower on atomic matters during the first 6 months 
of 1953? 

Mr. Murray. We had one general meeting with the President. It 
was a briefing before the National Security Council, that all the Com- 
missioners were entitled to attend and express their views. And that 
is the last time that. we, as a Commission, have been to the White 
House. 

Representative Hoxtrteip. I did not understand you, sir. 

Mr. Murray. I think the last time we were to the White House was 
early in President Eisenhower’s administration. It was early in 
February, I think. 

Representative Horirtetp. Then you were there twice, or once? 

Mr. Murray. I was there once. And I attended later on at one 
National Security Council meeting when Mr. Dean was absent, and 
Dr. Smyth and I attended in his stead. 

Representative Horirietp. Was that at the White House? 

Mr. Murray. That was at the White House. 

Representative Houirrerp. Since Admiral Strauss has been Chair- 
man almost a year now, have you accompanied him to the White House 
for a conference on atomic matters with the President ? 

Mr. Murray. No, sir. 

Representative Houirrrerp. Do you know of any other member that 
has accompanied him there ? 

Mr. Murray. I do not; no. 

Representtive Hoxrrtevp. Thank you, Mr. Murray, for those 
responses. 

That is all, Mr. Chairman. 

Chairman Coie. Mr. Murray, I hate to ask questions of this sort. 
Do you think it was Mr. Strauss’ fault that the President did not 
invite you down to the White House ? 

Mr. Murray. Notat all. 

Chairman Corie. Have you ever felt, or has the occasion ever arisen 
when you felt, that something was going on within the atomic-energy 
program with which you did not agree, where you could not prevail 
upon the Commission to accept your views, and you felt justified in 
going to the President to present them ? 

Mr. Murray. I have. 

Chairman Coir. Have you ever tried to do that ? 

Mr. Murray. I have. 

Chairman Corr. You have tried to go to the White House with your 
view ? 

Mr. Murray. No. I have written a letter to the White House; at 
least two letters to the President. 

Chairman Core. In which you set forth whatever ideas or criticisms 
you may have had in mind ? 

Mr. Murray. That is right. 

Chairman Corr. Now, do you place at the doorstep of the Chairman 
of the Commission the fact that the President did not respond or did 
not call you down in response to your letter ? 


Mr. Murray. No. 
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Chairman Coxe. It is reiterated as a development that is somewhat 
inevitable, when the President selects as his atomic-energy consultant 
a man who happens to be Chairman of the Commission. From my 
standpoint, I do not know why you should—well, I will let you do 
your own thinking. 

Do you feel that the Commission should have been consulted? You 
have stated that you were not consulted with respect to the interna- 
tional pool proposal. Dr. Smyth said that he was. I do not under- 
stand why one Commissioner would be consulted on that problem and 
not another. Do you have an explanation for it? 

Mr. Murray. I| haven’t any explanation , no, sir. 

Chairman Cour. Could it have been because of subject matter dis- 
cussed at a meeting at which you were no: present ? 

Mr. Murray. I think the minutes wou d record such a discussion. 
I don’t know of any discussion or any minute indicating that there 
was any. 

Chairman Corr. Well, can you understand how Dr. Smyth would 
know about the international proposal, as a member of the Commis- 
sion, and you not know about it ? 

Mr. Murray. I think Dr. Smyth should answer that. 

Chairman Core. I do not see how he is in any better position to 
answer it than you; except perhaps he can tell how he learned about it. 

Mr. Murray. Well, I might go on to say that I think, whether this 
is in order or not in answer to your question, that a matter of such 
moment as an international atomic pool should have been brought 
before the Commission for their advice and consultation. 

Chairman Cote. I might agree with you, Mr. Murray. But whose 
determination is that? That is for the President to decide, whether 
he wants to consult with the Commission on that or not. The fact 
is that in this instance he apparently consulted with some of the 
Commissioners, at least Dr. Smyth, and apparently not with others. 
But that is certainly not the fault of the Commission, not the fault of 
the Chairman. It is a decision made by the President. Now, with 
respect to the fact that the Commission has not gone to the White 
House, I am not certain whether your statement shows that the Com- 
mission has not been to the White House since July 1, 1953, or not. 
What is the fact? Recall it to me. 

Mr. Murray. The fact is, no. 

Chairman Cote. The Commission has not been to the White House. 

Mr. Murray. Has not been to the White House, as a Commission, 
so far as I know. 

Chairman Cote. Have there been subjects in the atomic energy 
program of sufficient magnitude which, in your opinion should have 
Soon presented and discussed with the President, which have 
occurred since July 1953 ? 

Mr. Murray. Yes, sir. 

Chairman Corr. Are you at liberty to tell us openly what those 
subjects may have been? 

Mr. Murray. I don’t think so. I would be very glad to do so in 
executive session. 

Chairman Corr. Was your thought in presenting the issue to the 
White House presented at a meeting of the Coinmission ? 
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Mr. Murray. It was discussed at the Commission meeting, and 
I had announced the fact that I intended to take this matter up with 
the President. 

Chairman Core. If it was discussed at a meeting of the Commis- 
sion, and the Commission took no action on it, is it not fair to assume 
that at least a majority of the members of the Commission present did 
not subscribe to your viewpoint ¢ 

Mr. Murray. That is correct. 

Chairman Coxe. I can subscribe to at least part of the suggestion 
you have made for insertion in this section of the act, where you say 
that all members of the Commission shall have equal responsibility 
and authority ; but I am not quite so ready to accept the latter part of 
it; because to do so would be to render helpless a Commission which 
at some time on the future by majority vote might determine that per- 
haps two members or perhaps a single indiv idual member of the Com- 
mission should not have information in a particular limited field. 
And I can conceive that circumstances such as that might arise. I 
prefer to lexve it in the hands of a majority of the Commission to 
determine the extent to which the members of the Commission shall 
have such access. 

Mr. Murray. Do I interpret your remark to mean that you can 
conceive of a situation of vital importance where information would 
be withheld from one Commissioner ¢ 

Chairman Core. By a majority decision of the Commission; yes, 
I do. 

Representative Hortrrerp. Mr. Chairman, this is an astounding 
statement. I do not want to engage in a controversy with you. But 
what. possible conception could occur to you that could cause such a 
situation to arise when it related to the performance pursuant to the 
purposes of the act, that it would not be a matter of concern to every 
member of the Commission, unless that member of the Commission 
was held to be a loyal, discreet individual, but a security risk. 

Chairman Corr. Well, that is conceivable. And it is just such situ- 
ations as that that I have in mind. 

Representative Hottrrerp. Then I would say if that occasion ever 
rose, it should be a matter of congressional action immediately. 

Chairman Corr. Of course, of course. But it may exist before it 
ever comes to the attention of Congress, but some members of the 
Commission might be aware of it. And it is to guard against not 
having machinery in force at the time to take care of such situations 
that I think your suggestion is not well-founded. I certainly, in prin- 
ciple, agree with the pur poses of it, that members of the Commission 
have access to all information. But to write it into the law, and to 
deny the Commission a determination in case the circumstances 
justified to do otherwise, I think is a mistake. At least for the moment 
I do. 

Mr. Murray. I could not disagree with you more, Mr. Chairman, 
with all respect to you. 

Chairman Corr. You are not the first who has disagreed with posi- 
tions that I have taken. 

If there are no further questions, I thank you very much Mr. 
Murray. 

Mr. Mvrray. Thank you, Mr. Chairman. 
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Chairman Cote. Now we must have a moment to decide what we 
are going to do from here on. 

We are having a bit of difficulty trying to reach a solution which 
will accommodate the interests of members of the committee and the 
witnesses before the committee and at the same time do fairness to all 
the persons involved in this tempest. 

So it has been decided by me, with the concurrence of those present, 
that we now will call on Mr. Strauss. There are other Commissioners, 
we realize, who have individual viewpoints, but in view of the fact 
that the major part of the testimony today has been directed either 
personally or inferentially toward Mr. Strauss, I feel that he should 
have the opportunity to respond and to express his views. 

Mr. Strauss, ordinarily you have been greeted by me with a word 
of welcome and an expression of our pleasure in having you here with 
us. Now I feel I must reverse myself a bit and say I greet you with 
a word of regret that this situation has developed. However, I am 
sure that you welcome the opportunity of expressing yourself and 
telling the committee and telling the public just what the basis may 
be for the thoughts and criticisms that have been voiced by your fellow 
Commissioners. 

You may proceed. 


STATEMENT OF LEWIS L. STRAUSS, CHAIRMAN, UNITED STATES 
ATOMIC ENERGY COMMISSION 


Mr. Srravss. Mr. Chairman, obviously, it has not been exactly a 
pleasant afternoon for me, but I welcome the ventilation of these 
points. 

It had not been my intention to file a formal statement with the 
joint committee on the subject of section 21 of the proposed bills. 
Yesterday, however, I was shown copies of statements by my col- 
leagues, Commissioners Murray and Smyth, which have since ap- 
peared in the press. It may be well, therefore, for me to submit my 
views in writing. 

As you, the chairman, and the committee know, the proposed sec- 
tion 21 originated in the joint committee. I had no part in the draft- 
ing of it or, indeed, ever saw it before I received the committee print 
of the entire bill in the ordinary course of business. Reading this 
section, however, found me strongly in favor of defining the respon 
sibilities and duties of the members of the Atomic Ener gy Commission 
and of its Chairman. 

The silence of the Atomic Energy Act of 1946 in this regard has 
led, over the years, to many diffic ulties. These difficulties are not of 
recent origin. There have been forceful recommendations in the past 
favoring amendment to establish a single administrator for the atomic 
energy program. 

In that connection, in my prepared statement, I have appended a 
reference. See article by Mr. James Reston, New York Times, Feb- 
ruary 21, 1950. 

My own preference, however, for the commission form of organiza- 
tion rather than a single administrator was and still is based upon 
my belief that basic policy determinations and regulatory functions 
can usually be made more wisely by several rather than by one. That 
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this procedure brings minority points of view to the fore on occasion 
is, I think, salutary rather than otherwise. There were situations 
during the period from 1946 to 1950, when I was a member of the 
Commission, to convince me, even before the verification of subsequent 
history, that a minority position on occasion can be valid. Indeed, 
your committee stated in a report in 1949 that the existence of a 
minority point of view on the Commission was desirable. 

In substantiation of their objections to the proposed section 21, 
Commissioners Murray and Smyth have recited their experience on 
the Commission and in private life. I presume my own record is 
known to you. Excepting for periods of Government service, I have 
been in business since my 16th birthday, or for 42 years. During that 
time, either as a director or as a banker, I have been connected with 
a number of the most successfully managed enterprises in the country. 
Based upon this experience, I can most earnestly state that it is not 
possible, effectively, to operate—and I emphasize the word “operate”— 
a large business enterprise by committee. I do not have reference to 
policymaking, that function being quite usually performed in busi- 
ness by boards or committees. ‘This conviction that business cannot 
be successfully operated by committee applies with even greater force 
to a Government agency, particularly an agency of the dimensions of 
the Atomic Energy Commission which is substantially larger and is 
growing more rapidly than most Government departments. Decisions 
are numerous and demanding—in many cases urgent. Many cannot 
be handled by referendum. 

The subject of Commission organization, however, has been studied 
by a distinguished group of experts in a more dispassionate and 


objective atmosphere. The Hoover Commission, created by Public 
Law 162, 80th Congress, and assigned to study the organization of 
the executive branch of the Government, reported its findings to the 
Congress in 1949. The Commission included, besides its distinguished 
Chairman, a number of other prominent and experienced citizens 
of both eeneypernes. Included among them were Senators Aiken 


and McClellan, Congressmen Brown and Manasco, Mr. Dean Acheson, 
Mr. James Forrestal, and Mr. Joseph P. Kennedy. Mr. Owen D. 
Young, a great American of long experience and outstanding success 
in the administration of large enterprises, headed the task force which 
did the spade work on Government commissions. 

The Atomic Energy Commission, as a newly established body, was 
not specifically surveyed. 

While the Hoover Commission recorded occasional dissenting views 
on other points, it was unanimous in respect to that part of its report 
on the organization of Government commissions, and I ask your leave 
to quote from that report the following pertinent conclusions: 


COMMISSION ADMINISTRATION 


Administration by a plural executive is universally regarded as inefficient. 
This has proved to be true in connection with these commissions. Indeed, those 
eases where administration has been distinctly superior are cases where the 
administrative as distinguished from the regulatory duties have been vested 
in the chairman. There are many of these administrative duties. Their effi- 
cient handling will frequently make the difference between a commission’s 
keeping abreast of its work or falling woefully behind. 
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RECOMMENDATION NO, 1 


We recommend that all administrative responsibility be vested in the chair- 
man of the organization. 


Following that, the following language occurs: 


This recommendation does not derogate from the statutory responsibilities 
placed upon the other members of the commission. They remain exactly as they 
are, and because of the better functioning of the organization the commission 
members will be enabled to discharge these responsibilities much more effectively. 

One consequence of this recommendation will be to center responsibility for 
the functioning of the commission. The chairman will be the commission’s prin- 
cipal spokesman before the Congress as well as before the executive branch. 


That is the end of that quotation. 

In the published report of the Hoover Commission, there is also 
included the report of the task force, of which, as I just mentioned, 
Mr. Owen D. Young was the chairman. I would now like to quote a 
few pertinent and somewhat phophetic paragraphs from that report. 


One objection sometimes to strengthening the office of chairman in this way 
is that it will reduce the status of the other members and make it more difficult 
to attract good men. This objection seems to us unsound and refuted by 
experience. 


Another paragraph : 


Able and intelligent men will recognize that a@ committee is not well fitted 
for administration and that centering that responsibility in the chairman does 
not derogate from the standing or authority of the other members. Indeed, 
competent men are more likely to be willing to serve where a commission is 
well run under an able chairman than where it is badly managed and no one 
has the necessary authority to correct the situation. * * * 

The acceptance by the members of the administrative role of the chairman 
is essential to its success. Our studies indicate that chairmen who have sought 
to perform the role outlined above have often met resistance from the members. 
Apparently such conflicts have stemmed from the belief that the chairman was 
usurping authority, and from the failure to distinguish the policy or substantive 
functions from the administrative management of the agency. Where this 
attitude develops, it creates suspicion and ill will which seriously impedes the 
work of the commission. 

On the other hand, where the members accept the principle of the chairman 
as administrative head, his leadership does not irk or irritate, but enables the 
group to operate more effectively on the substantive problems. 


And then at the end of this section appear the task force’s recom- 
mendations, from which I would conclude with this one: 


~ As a further measure, we recommend that the responsibility and authority of 
the chairman for administration should be expressly recognized and defined 
by statute. If that is done, no claim or feeling of usurpation can arise. 

That is the end of the quotation and the end of my prepared state- 
ment, Mr. Chairman. 

Chairman Corr. Does your last expression indicate that you have 
an unprepared statement that you care to give to the committee ? 

Mr. Srravss. No, sir. I assumed that I would be subjected to ques- 
tioning. 

Chairman Cote. I expect you probably will. Here we go. 

Mr. Durham ? 

Representative DurHaM. Mr. Strauss, you state here, quoting the 
Commission’s report, that you believe that more authority should be 
placed in the Chairman’s hands than exists under the present law: 
Is that correct ? 
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Mr. Srravuss. Mr. Durham, under the present law there is no state- 
ment of any sort as to the duties or authority of the Chairman, other 
than that he presides at meetings. 

May I have a copy of the existing law? The law is silent—— 

Represent: itive Durnam. I agree with you on that. Well, since 
this Commission began operating, you have been a member now 
how long? : 

Mr, Srravss. I might go back in the matter of history. I was 
appointed on the day that President Truman signed the Atomic 
Energy Act of 1946, that is to say, on July the 31st. I had been sent 
for. I was in California. I came to the White House, and he asked 
me to become a member of the Commission. I served my business 
connections and reported on his ¢ ‘all on, I believe, the 26th of October— 
I am not quite precise about the date—of 1946. I resigned, by letter, 
on January the 3ist, 1950, and at the request of the President re- 
mained in office until April 15th of that year. I was reappointed to 
the Commission by President Eisenhower on the 2d of July 1953. 
My service has covered a net period of about 414 years, and I believe 
that in point of service it is just short of Dr. Smyth’s service. 

Representative Durnam. And you have rendered fine service, I 
might say, too. 

Mr. Srrauss. Thank yoy, Mr. Durham. 

Representative Durnam. But I am compelled to make this state- 
ment at the present time. And I have been on this committee now 
since the beginning of it, as a member. I think I have paid very 
close attention to the operation of this whole operation. I think no 
one can deny that this has probably been the most outstanding job 
that has ever been done by any Government in the world in this field. 
I do not believe that can be denied by anyone today. And as far as 
I have been able to learn—I probably have not known all of the 
facts that existed and the differences that existed between the mem- 
bers of the Commission—and this is not a lecture; it is just simply 
my own concern because of the fact of the important position that 
this organization holds, that it is looked to around the world as the 
one protective measure today which exists which has probably saved 
the world from a second catastrophe. And at the present time, to see 
this little disturbance on the horizon—and I do not say it is serious— 
that we cannot correct a thing within the Commission without having 
to air this thing in public here 

Do you think it could have been corrected? These differences? This 
is not a lecture. I do not a to get into personal difficulties. I 
just do not like cat fights. I did not like to fuss with my wife. I 
never did, and I do not like this. We cannot settle these little things 
by coming here before this committee, and in my opinion it is some- 
thing that could have been settled without ever getting to this stage 
of the game. 

Mr. Srravss. I most sinc erely wish that it might have. You cer- 
tainly are not under any illusions that this is of my seeking. 

Representative DurHam. Well, I am not blaming any one particu- 
larly. I know how they develop. There is a difference of opinion. 
And we all have that, of course, at times. 

That is all I have to say, Mr. Chairman. I will pass. 

Chairman Cotz. Mr. Holifield ? 
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Representative Hotirie.p. Mr. Strauss, I, too, have served on this 
committee, as you know, since its inception. 

And as we serve on this committee, we who have served on it from 
the first—and the 3 of us here have—have had experience with 11 
different Commissioners, as you know, and I think I can say that each 
one of those Commissioners has earned our respect and our heartfelt 
gratefulness for the contribution that he has made. And I want to 
include you, sir, in that. 

Mr. Srravss. Thank you. 

Representative Hoxmretp. And I had the pleasure of supporting 
you at a time when you were a one-man minority on the advocacy of 
the crash program in the hydrogen field. 

Mr. Srrauss. I remember it with gratitude. 

Representative Horirrecp. And [ think that that contribution that 
you made at that time will go down in history as one of the most 
wise decisions that you possibly ever participated in. 

And anything that I say to you today, sir, | want you to understand, 
is not with any desire to embarrass you personally or to indicate any 
disrespect to you. 

Mr. Srravss. I would assume that, without your saying it. 

Representative Horarimeip. Thank you very much. My only concern 
in this matter is the efficiency of the Commission and my concern that 
it shall continue to function in the future as it has in the past. 

Now, I gather from your general testimony that you are in favor 
of strengthening the hand of the Chairman, and that you are in favor 
of the language which indicates that the Chairman, as the principal 
officer—I understand from the body of your testimony that you favor 
that type of language and that your understanding is that it does 
strengthen the administrative position of the Chairman. 

Mr. Srravss. Mr. Holifield, I think it is an improvement on the 
existing lack of any delineation of the duties and responsibilities of 
the Chairman. I would prefer to see the test even more precise. 

Representative Hortrretp. More precise and spelled out more fully, 
so that there would be a definite indication there. 

Now, Mr. Strauss, you quoted at some length from the Hoover Com- 
mission Task Force, I believe, in your statement. I had the serious 
responsibility of being the chairman of the Subcommittee on Reor- 
ganization of the Government of the Committee on Government 
Operations for 4 years, and as such I handled practically all of the 
Hoover Commission reports and all of the Presidential plans, 45 of 
them, and exercised the leadership of the subcommittee on the floor, 
and we got 37 of them passed on the floor. 

Mr. Srravss. I was very happy to see that you were on the new 
Hoover Commission, Mr. Holifield, for that reason. 

antes, e Hourrrevp. Thank you. 

Now, I do have to call attention to the fact that I believe you have 
erred in giving this testimony. In the first place, the majority of it, 
I believe, is from a task force = 

Mr. Srravuss. No, sir. The first part of my statement is from the 
recommendations of the enintnaen itself. It is in a document 
which is preceded by a letter of transmittal signed by Herbert Hoover, 
Chairman, addressed to the Honorable President of the Senate and 
the Honorable Speaker of the House of Representatives; and only 
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report. 

Rigtestnhetive Houtrrevp. The part headed “Commission Admin- 
istration” is from the Hoover Commission report ? 

Mr. Strauss. It is, sir. 

Representative Hoxirretp. And the part following the task force. 
Well, let us dispose of the task force first. 

On page 1 of the task force report on regulatory commissions—and 
I believe that is where this language comes from, does it not? 

Mr. Srrauss. Yes. I have the task force report on regulatory com- 
missions. Page 1, or I, sir. There are two sections to my report. 
And page 1 is blank. And “I’—There is “I.” It begins with V. 

Representative Hoxirretp. You are referring to the Task Force on 
Regulatory Commissions ? 

Mr. Srrauss. Yes, sir, appendix N. I have a spare copy, if you 
would like to have it. 

Representative Hortrretp. I have one, I believe. 

Mr. Srravss. That is the task force report, Mr. Holifield, and my 
quotations begin on page 47, under a section entitled, “Delegation of 
Administration to the Chairman,” subhead “Relation to the Com- 
mission.” 

Beginning in the second paragraph of the relation to the Commis- 
sion: 

One objection sometimes made - 


Representative Hoiirmrp. That is on page 47. 

Mr. Srrauss. Page 47. I have quoted that part. I quoted the 
last paragraph of that section. And then, turning to the following 
page, under the subhead “Statutory Authority,” I have quoted all 
of that except the paragraph which is the recommendation that the 
chairman of these commissions be appointed by the President; since 
that was not material to our subject, that issue not having been raised. 

Representative Houirtetp. Well, now, in the book that I have, which 
is entitled, “Committee on Independent Regulatory Commissions,” 
Iam reading from chapter 1, in No. 3 paragraph: 

We have therefore excluded from our study commissions engaged primarily 
in regulating internal operations of the Government, such as the Civil Service 
Commission, boards engaged mainly in operating or administering actively, 
such as the Tennessee Valley Authority, and regulatory agencies headed by a 
single Administrator, such as the Food and Drug Administration, or within 
a department, such as the Fair Labor Standards Administration. Although 
the Atomic Energy Commission has certain regulatory powers and is an inde- 
pendent Commission, it has been excluded, partly because so large a part of 
its work is operational, and partly because so many of its problems appear to 
be unique. 

Mr. Srrauss. I might amplify that to say that the subject was dis- 
cussed with me by the Hoover Commission at the time, and because of 
the sensitivity of the area and the necessity for clearing investigators, 
the Hoover Commission decided, I believe wisely, to omit the Atomic 
Energy Commission from specific citation. 

Representative Hortrretp. Yes, sir. But that was excluded from 
the recommendations for the reasons given. 

Then I will call to your attention, under chapter IV, “Relations 
With the President and the Congress,” the first page of paragraph 4. 

Mr. Srravss. I think you will find chapter TV beginning on page 
29 of your print, sir. 
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Representative Horirrecp. I have a different book here. I think 
we can find it. Page 29, chapter IV, third paragraph: 

To avoid misunderstanding, we emphasize that our examination has been 
limited to the regulatory commissions. We have not made any study of primarily 
operating commissions, such as the Atomic Energy Commission and the Tennessee 
Valley Authority, both of which combine a governing board with an executive 
official to manage the operations of the agency. Consequently we do not intend 
to imply any judgment on such an organization for those purposes. 

Now, sir, this committee in the 8ist Congress, Report No. 169, 
Investigation into the United States Atomic Commission, reported 
the Joint Committee on Atomic Energy, dated October 13, 1939, on 
page 81, had this to say. And this was in regard to the charge of 
“incredible mismanagement” against Mr. Lilienthal. On page 81 of 
the report, I read to you: 

The serious character of the indictment might raise a supposition that able 
men having access to all the facts are divided on basic policy, and that the five 
Atomic Energy Commissioners themselves frequently disagree. The evidence 
shows, however, that in more than 500 formal Commission decisions a dissenting 
vote was cast 12 times. In each of these dozen ballots, the minority consisted of 
one Commissioner who was throughout the same individual, Mr. Strauss. 

Mr. Srravss. I am quite proud of that, sir. 

Representative Houtrrevp. I might say that I am proud, too, of 
some of the dissents that you made, sir. I agree with you on that. 

Mr. Strauss. And that is why I believe in the Commission form. 

Representative Hottrtevp. I read on, as follows: 

The framers of the McMahon Act deliberately established a five-man director- 
ate rather than a single administrator to control our atomic enterprise for the 
very purpose of assuring that diverse viewpoints would be brought to bear upon 
issues so far reaching as those here involved. The possibility of split votes was 
not only anticipated but regarded as wholesome. The fact that one Commis- 
sioner has demonstrated the courage and independence to dissent upon occasion 
lends added validity to decisions in which he concurred. The further fact that a 
lawyer, Mr. Lilienthal; a newspaper editor, Mr. Waymack, recently resigned; 
a scientist, Dr. Bacher, recently resigned; a financier, Mr. Strauss; and a former 
member of the Securities and Exchange Commission, Mr. Pike, have achieved 
unanimity in the great majority of cases, suggests the existence of an atomic- 
energy program which most patriotic and intelligent men regard as sensible. 

That was the majority opinion. There is a dissenting opinion, but 
I do not believe it treats on that point. If it does, I will ask permis- 
sion to put it in the record. 

Mr. Srravuss. That report was the one which perhaps in an excess of 
modesty I had boiled down to the statement that your committee 
“had stated in a report in 1949 that the existence of a minority point 
of view on the Commission is desirable.” 

Representative Hotirrevp. It is because I believe so sincerely that 
that minority See should be expressed that I am so deeply con- 
cerned that each and every member of the Commission have equal 
authority, equal responsibility , and equal access to information. And I 
am talking now about majority policy types of decision. 

Now, I call your attention, sir, to the fact that the quotations which 
you made, I believe, apply to regulatory agencies that do not have 
comparable administrative duties, that do not have the high opera- 
tional function which this Commission has, and that this Commis- 
sion has a general manager, who, I believe, as we read his function: 


There is hereby established within the Commission a general manager— 
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I am reading from section 24, page 12, of the Cole-Hickenlooper 


bill— 
who shall discharge such of the administrative and executive functions of the 
Commission as the Commission may direct. 

Mr. Srravss. Apropos of that, Mr. Holifield, if you will turn to 
page 47 of the task force report, you will find a deser iption at the bot- 
tom of that page of the function of what is described as an execu- 
tive officer. That is an analogue of our general manager. I am now 
reading: 

The Chairman should not himself conduct the administrative supervision of 
the bureaus and divisions or the management analysis. That should be en- 
trusted to an executive officer, who in turn may need a staff. But the executive 
officer should not report to the 5 or 7 members on administrative problems. 
He should report to one, the Chairman. 

Representative Hoxtrrecp. That is true. That refers, does it not, to 
the operation of the administrative functions of the offices involved, 
the handling of personnel, the allocation of work to the personnel, 
the administrative personnel, and so forth ¢ 

Mr. Srravuss. I would say it refers to everything that the executive 
officer or general manager was charged with by delegation from the 
Commission itself. The general manager derives his powers under 
the Atomic Energy Act of 1946 from the Commission by delegation. 

Representative Hotirreirp. That is right. The Commission is the 
policymaking body, and then they delegate such administrative and 
executive functions to the General Manager as they see fit to delegate 
to him. 

Mr. Srravss. That is right, sir. 

Representative Horirreitp. And the importance of that job is rec- 
ognized by the Congress, because they paid to the Geenral Manager 
in this case an equal salary to the Chairman of the Commission himself. 

Mr. Srrauss. For the record. I would say that the General Man- 
ager is underpaid. 

Representative Horirretp. I agree with you, sir. I would even say 
that the Chairman is underpaid, and the rest of the Commission, 
gentlemen. 

Woud it be permitted, Mr. Chairman, if I were to add the Members 
of Congress also? 

Mr. Strauss, to the best of your knowledge, have there been any 
important policy commitments made by you as an individual for the 
Atomic Energy Commission without consultation with other Com- 
missioners ¢ 

Mr. Srrauss. No, Mr. Holifield. The Commission operates by 
majority vote. There have been split votes in the Commission over 
the past 10 months since I have been its Chairman. They have 
been few in number. And on, I should say, at least half of those 
occasions, I have found myself in the minority. 

Chairman Cote. I was going to ask the same question. I did not 
get your answer. You said during the last 6 months, or since July, 
the number of split decisions by the Commission have been few in 
number ? 

Mr. Srravss. I think few in number. I would like to check this, 
Mr. Chairman, but my guess would be that they have been on the 
order of a half dozen. 
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Representative Honirietp. Mr. Strauss, I have asked Mr. Allardice 
to hand you a paper there on a matter which we will not go into in 
public at this time, but I will ask you if you made any commitment 
to the President on that matter on behalf of the Commission without 
consultation with the rest of your Commissioners. 

Mr. Strauss. Absolutely none. 

Representative Houtetp. You made none? 

Mr. Strauss. None, sir. 

popennantalave Hourierp. You were not tonstulted on that? 

Mr. Strauss. It has never been discussed in my presence either in 
the Commission or anywhere else. 

Chairman Core. I only want to make sure that you are directing 
your question to the same episode, the same inc ident, to which you 
directed the same or similar question to Dr. Smyth and Dr. Murray. 

Representative Houtiep. bo I am. 

Mr. Srravuss. I have not heard this question raised before today. 

Representative Horrrrexp. I will take this matter up in executive 
session, sir, and if through lack of description in this very brief paper 
I handed you there is a mistaken answer on your part, I will be per- 
fectly willing to have the answer corrected in the published record of 
the hearings, , Without any objection on my part. 

Mr. Srravss. But, Mr. Holifield, I would like to have my unequivo- 
-al answer to that question in the negative. 

Representative Horirtetp. That is fine. The record will show your 
answer. 

Chairman Coz. The record should show that the question raised by 
Mr. Holifield of Mr. Murray, I think it was, when he asked in his 
knowledge did the Chairman of the Commission commit the Atomic 
Energy Commission to a decision which had not been submitted to 
the Commission, is the same question, the same episode, the same inci- 
dent, to which you are now directing questions of Mr. Strauss, and in 
which he said he never committed the Commission. I just wanted to 
make sure we were talking about the same thing. 

Of course, you did not know the question that was submitted to Mr. 
Murray 

Representative Horirreip. I showed them in both instances to the 
Chairman, so he knows they were the same. 

Mr. Srrauss. I would go one step further, Mr. Chairman. The 
item deals with a matter which is outside the Commission’s com- 
petence, or mine, in any respect. 

Representative Hottrretp. Then you were not consulted by the 
President on that matter ? 

Mr. Srravss. I cannot testify, just as a matter of principle—— 

Representative Hortrrevp. I will not press that point. 

Chairman Core. But he did testify that he did not commit the Com- 
mission to a policy on that question. 

Mr. Srravss. That is right. 

Chairman Cotg. Or to a position on that question. 

Mr. Srravss. That is right. 

Representative Horirrevp. Were you consulted regarding the Presi- 
dent’s international atomic pool plan, Mr. Strauss, before the state- 
ment was made? 

Mr. Srravss. There I should like to be as candid as possible, but I 
think the question of principle as to what the President consults me 
about, Mr. Holifield, is one on which you should not press me. 
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Representative Hoxirretp. I will not press you, sir. 

Mr. Srravss. Thank you. 

Representative Horirietp. Were you consulted regarding the Presi- 
dent’s announcement regarding the adequacy of weapons sizes? 

Mr. Srravss. The question of weapons sizes, all questions having 
to do with weapons, arise with the President and not with the Com- 
mission. 

The act specifically provides, and I think I can find the section—I 
have ae he at it many times—it is the President who directs the 
Commission. 

The President from time to time may direct the Commission—I am 
sorry—here is the language. 

The Commission is authorized to conduct experiments and do research and 
development work in the military application of atomic energy and to engage 
in the production of atomic bombs, atomic bomb parts, or other military weapons 
utilizing fissionable material, except that such activities shall be carried on only 
to the extent that the express consent and direction of the President of the 
United States has been obtained. 


And that is not the end of the sentence. I will conclude it: 
* * * which consent and direction shall be obtained once each year. 


Representative HotrFietp. Why did you read that, sir? 

Mr. Stravss. To indicate that any decision as to numbers of weap- 
ons, the size of weapons, any characteristics, is in the domain of the 
President and not of the Commission. 

Representative Houirretp. That is true. I realize that. But if the 
President did consult with you on that particular statement or any 
other statement that I have asked you a question on, you did not feel 


that it was necessarily your duty to report such consultation with the 
Commission and to find out their views on the subject ? 

Mr. Srravss. Well, you surely, Mr. Holifield, do not mean me to 
answer as to “or any other statement.” 

Representative Horirretp. I said, any other subject that I ques- 
tioned you on, I believe. I first questioned you on the subject which 
was written on the — The next question was: “Were you con- 


sulted regarding the President’s international atomic pool plan?” 
And my next question was: Were you consulted regarding the Presi- 
dent’s announcement regarding the adequacy of weapons sizes? And 
that is all I referred to, sir. 

Mr. Stravss. I think I will have to again say that I must not testify 
on the subject of consultation by the President, however important 
or trivial the item. 

Representative Hotirrecp. Then you would not want to answer the 
question if you were consulted about the announcement of a world 
conference on scientists on atomic energy sponsored by the United 
States prior to its announcement ? 

Mr. Srravss. I don’t mind answering that at all, because that was 
a subject which I suggested. 

Representative Hotirretp. I see. But you did not feel it was neces- 
sary to talk that matter over with your fellow commissioners? 

Mr. Srravss. In the first place, it had to do with the President’s 
plan for the international atomic energy agency, and was in further- 
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ance of that. That was not a Commission matter. That was a matter 
of foreign policy. 

In the aoe place, I was under the impression that at least some 
of the Commissioners knew it. And in the third place, it was an- 
nounced within a matter of—I left for California, where it was an- 
nounced within a matter of a few hours after the decision had been 
made. 

It was a matter of perhaps 2 days after the decision was made before 
I actually included it in my speech. I do not regard it as a matter of 
Commission policy. 

Representative Hotirrmeip. You did not think, then, that Dr. Smyth, 
as the physicist member of the Board, the man to whom scientists would 
naturally look for a scientific contact on the Commission, and who 
has a wide knowledge, a wide acquaintance, among the scientists, and 
is a distinguished physicist in his own right, should be consulted on 
this matter before you make your suggestion to the President? 

Mr. Srrauss. It was inconceivable to me that Dr. Smyth would take 
exception to this plan. This is right down the alley of everything that 
I know about Dr. Smyth and his views on such matters ever since I 
have been acquainted with him, and I believe that he will confirm 
that statement. 

Representative Hoxirretp. We are not at this time discussing in- 
conceivableness of opposition. We are discussing a matter as to 
whether you consulted with him. 

Mr. Srrauss. I did not. 

Representative Hoxirietp. Now, Mr. Strauss, you have been Chair- 
man, I believe, since August of 1953. 

Mr. Srravss. July, sir. 

Representative Hortrretp. Was that July 31? 

Mr. Srravss. No, July 2, I think. 

Representative Hoxirterp. July 2. And during that time, have you 
ever had occasion to take any member of the Commission with you 
down to see the President on matters pertaining to the Commission, 
on atomic matters ? 

Mr. Srrauss. I think on 1 occasion, perhaps 2, I have done so, on 
1 or perhaps 2 occasions. I believe I took Mr. Campbell on one occa- 
sion to the White House. I was present on one occasion—no, that was 
before I became Chairman. I was present at a Security Council meet- 
ing with Mr. Dean, and I believe Dr. Smyth. 

Dr. Smytru. That is right. 

Mr. Strauss. That was before I was appointed to the chairmanship. 
No; I had no occasion to take the whole Commission to the White 
House. 

Representative Horirretp. My further question was: Did you take 
any of the Commissioners down since you were Chairman of the 
Commission ? 

Mr. Srrauss. I believe Mr. Campbell went on one occasion, but I 
am not certain. 

Representative Hotirmip. We can find that out from Mr. Campbell. 

Mr. Srravss. If it is material, it can easily be ascertained from my 
diary and his. 

Representative Hotirrmrp. Can you tell the committee, Mr. 
Strauss—I realize you are in a dual capacity, and I want to be very 
fair with you, because I realize that you are personal adviser to the 
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President on atomic matters, and also Chairman of the Commission, 
and this question I want to ask you is directed to your official duty as 
Chairman of the Commission. Have you had any occasion during the 
past year since July, when you became Chairman, to consult with the 
President on official atomic energy matters, official matters which per- 
tain to policy decisions of the Commission ? 

Mr. Srravss. I am not certain that I understand your question. 

Representative Hotirmip. Then let me try to clarify it, because | 
want you to understand it before you attempt to answer ae You, in 
effect, sir, are wearing, as we say on Capitol Hill, 2 hats; 1 as personal 
adviser to the President of the United States on atomic a and 
I might add that I think you are eminently qualified for that position, 
sir, and the other hat that you wear is that of Chairman of the Atomic 
Energy Commission. Now, you may have a third hat, as an invited 
delegate to the National Security Council. I do not know whether 
that is your third hat, or whether that function comes under 1 of the 
other 2 hats. I will have to ask you for a little advice on that. 

Mr. Srravss. I am not a delegate under any circumstances. I am 
sometimes invited to “participate.” 

Representative Horirierp. As, you might say, a participant or 
observer. I am not aware of just exactly what your official title is on 
that service which you are rendering to our Nation. 

So I ask you the question again: Have you conferred with the 
President on matters which pertain to the business of the Atomic 
Energy Commission and your official position as its Chairman / 

Mr. Srravss. I have. 

Representative Horirtetp. But you did not feel it necessary in those 
instances to have the other Commissioners with you ? 

Mr. Srravss. I followed the precedent of my predecessor, who, in 
the instance that I am speaking of now, which is obtaining the annual 
directive for production—I consulted the records in the Office of the 
Commission—obtained the directive as a result of a personal interview 
with the President. I don’t know the precise date in 1953, but in any 
case, before I became a member of the Commission. 

Representative Horirtetp. And you did not believe it was necessary 
to have your colleagues on the Board present 

Mr. Srravss. I might answer that question further by saying that 
there was no issue involved in this in which my colleagues were 
divided in their opinion. This was a visit of a more or less routine 
nature on a matter concerning which the Commission had, I believe, 
acted by resolution. 

Representative Honirretp. Previous to vour visit? Or after your 
visit ? 

Mr. Srravss. Previous. 

Representative Horirrenp. On those occasions when you did visit 
the White House on official Atomic Energy Commission matters, did 
you, upon your return to the Commission, report to the Commission 
on matters which you thought would concern the Commission ? 

Mr. Srravss. It is my endeavor at all times to do so. And if you 
will recall, Mr. Holifield, this question became acute some weeks ago, 
and I believe that there was data submitted on that subject in writing. 

Representative Horrrrecp. I did not get the last sentence, sir. 

Mr. Srravss. I am sure that the response to that point was made 
in writing. 
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Representative Hoxirtetp. Do you believe there is any conflict be- 
tween your position as Chairman of the Atomic Energy Commission 
and your official position as Chief Adviser to the P resident on atomic 
matters ? 

Mr. Srravss. I think that there is a kind of conflict that is of a 
psychologica\ nature, and I attempted to solve it by suggesting to my 
colleagues, when I became aware of this, last fall, that if they pre- 
ferred. I would not attend such NSC meetings and would ask to be 
relieved of that responsibility. 

srennenht itive amen From your advisory commission / 

Mr. Srrauss. Yes, from attendance at NSC meetings. 

Representative Howirtretp. Then you do believe there is some- 
thing—— 

Mr. Strauss. No, I think it is completely immaterial, and the pro- 
posal which I made at that time did not find favorable response. 

Representative Houirretp. You do not find it uncomfortable, then, 
to wear both hats? 

Mr. Srravuss. Yes, I find it uncomfortable to wear either of them, 
sir. 

Representative Ho.irtetp. Apparently it has been a matter of dis- 
comfort also to some of your colleagues on the Commission. 

Mr. Srrauss. I regret exceedingly that that is true. 

Representative Houirienp. Was the Commission informed in ad- 
vance of the negotiations with the Budget Bureau regarding the re- 
duction of future power to be taken from TVA ? 

Mr. Strauss. 1 am sorry. I do not understand the question, Mr. 
Holifield. 

Representative Hoirretp. Was the Atomic Energy Commission in- 
formed in advance of the proposal in the Budget Bureau message re- 
garding the reduction of future power to be taken from TVA! 

Mr. Strauss. My colleagues were informed of anything in this 
connection as soon as I knew of it, but there is a witness here who 
is more competent to discuss this particular subject than I am, the 
General Manager. 

Unfortunately, I do not know to what you refer, and I cannot give 
you a specific answer. That is not an evasion. 

Representative Hotirtetp. There was a notice in the Budget Bureau 
that there would be an attempt to supply electricity to the TVA by 
other means than building the plants in the southern TVA grid, and 
1 understand that your Commission has been in negotiation with the 
Dixon- Yates group, and possibly other groups, for the purpose of 
negotiating a contract in the neighborhood of 600,000 kilowatts, act 
ing in effect as an intermediary between the Dixon-Yates people and 
the Tennessee Valley poe ity. And it is to this that I am referring. 

Mr. Strauss. Well, I hope that you will get a detailed answer, 
which I am unable to give you, from the General Manager 

You are aware, of course, and I am sure you approve, that it is the 
Cautetiaea! s responsibility to obtain its supply of power as cheaply 
as possible in the interest of the taxpayers. 

Representative Houtrmxp. That is right. I am in hearty accord 
with that. 

Mr. Strauss. If you refer to the budget message of the President 
in this respect, it was read to the Commission prior to its delivery. 
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Representative Horirreitp. To the whole Commission ? 

Mr. Srravss. To the whole Commission, at a meeting. 

Representative Hortrretp. That is an answer to my question, and 
a satisfactory one, sir. 

I gather that you would be opposed to either the language which 
I suggested today, for inclusion in this section of the act, or the 
language which your fellow Commissioners suggested. And I read 
his language to you, because ; believe it is better than mine. 

Mr. Srravss. I remember it, sir. 

Representative Houirrerp. nal right, sir. 

Mr. Srravuss. My position is not one of opposition nor of advocacy. 
My position is simply stated in my opening remarks. 

The present act is silent as to the responsibilities and duties of the 
Chairman. That deficiency has produced not only the current but past 
disturbances. This isnot new. And if you will read the item to which 
I have referred in my footnote, I am sure your recollection will be 
refreshed. 

I am indifferent as to the specific language in which this amendment 
's drawn, but it is important to the good functioning of this great 
agency, this growing and active agency, that it no longer be left 
suspended in midair. 

Representative Hontrreno. Was the silence on the part of the act 
ever brought to the attention of our committee as being an area in 
which vou thought legislation was required ? 

Mr. Strauss. By formal letter, no. I think, though. that at various 
times, Mr. Holifield, over the years, even including the vears when 
I was not a member of the Commission, I have talked to members of 
the committee, perhaps to you, sir—I can’t recall the precise conversa- 
tion—to indicate my feeling that that was a sericus deficieney in the 
act. 

Representative Horirrerp. Well, of course, we are concerned at this 
time, sir, with an official presentation by yourself to our committee in 
line with the Atomic Energy Act, which requires you to keep us cur 
rently informed and I believe also requires | you to suggest legislative 
needs, and I know at least that the Commission has suggested legis 
lative amendments on many occasions. 

Mr. Srravss. It is quite obvious that the Commission could not sug- 
gest a legislative change here, in view of the divergence of opinion 
among the Commissioners on this point. 

Representative Horirreip. It was discussed among the Commis- 
sioners, then ? 

Mr. Srravss. No; I cannot recall a formal discussion on this point 
among the Commissioners. It has been in the back of the minds of all 
of us, as I think recent testimony indicates, for a good many months. 

Representative Hoiirtep. I believe that I would be on safe ground 
to say that if this was a matter of concern to different members of the 
Commission, it should have been conveyed to this committee, in order 
that we might help you solve this problem. 

Now, you mentioned the fact that the act was deficient in its out- 
lining of the duties of the Chairman. It is also deficient in outlining 
the duties of each Commissioner; is it not? 

And so, while we are going about changing some of the language 
in regard to the Chairman, it might be well that we might consider 
additional language in regard to Giising the Commissioner’s duties. 
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Mr. Srravuss. That is what I said. I said: 


Reading this section, however, found me strongly in favor of defining the 
responsibilities and duties of the members of the Atomic Energy Commission, 
and of its Chairman— 


and that— 


The silence of the Atomic Energy Act of 1946 in this regard has led, over the 
years, to many difficulties. 

Representative Howirrecp. I thank you, sir, for your frank re- 
sponses to my questions, and the responses that you have made I am 
sure will be considered by the committee in executive session. If I 
have said anything that is offensive to you today—— 

Mr. Srrauss. You have not, sir. 

Representative Hotirteip. I would express my apology at this time. 

Mr. Srravss. You have not. 

Representative Hortrrerp. Mr. Chairman, that js all at this time, 
with the reservation that there was a matter which I called to your 
attention today in open committee session, and I would like to explore 
that matter furher. And I would also like to explore this same matter 
with Mr. Zuckert and Mr. Campbell at a time of your choosing. 

I would also like to go into the matter which I called to the attention 
of the committee today at some length, after the chairman has had time 
to give consideration to it. And I think that the questioning of Mr. 
Zuckert and Mr. Campbell should follow the questioning of Mr. 
Strauss, in order to be fair with them. I am at your disposal insofar 
as the time is concerned. 

Chairman Coir. May I inquire, Mr. Strauss, if it would be agreeable 
to you and your associates to continue this discussion tomorrow morn- 
ing at 10 0’clock, so that we may « ‘omple te it? 

‘Mr. Srravss. It will. Yes, Mr. Chairman. We will all be avail- 
able to you tomorrow morning. 

I would like to ask a question in this connection. The General Man- 
ager has a class reunion at West Point. If any questions are to arise 
on the power situation, I would like to have him here. Is it necessary 
for him to abandon his class reunion ? 

Representative Hoxiriretp. Mr. Chairman, my thought on that is, 
and I lay it on the table for your consideration, that this will be a 
matter which will have to be gone into quite thoroughly, and I would 
suggest that we take the matter up next week. 

Chairman Corr. At any rate, we may understand that the General 
Manager is excused to attend his class reunion tomorrow. 

Unfortunately, the chairman of the joint committee also has a class 
reunion tomorrow, but he will not be excused. 

At any rate, whatever day General Nichols’ anniversary occurs, he 
will be allowed to attend, and we will get his testimony at a later date. 

Let me inquire of you, Mr. Strauss, ‘if you can clear up in my mind 
how it occurred that Dr. Smyth knew about the President’s proposal 
for the international pool in advance of the announcement, and other 
Commissioners, one or more, may not have been so informed. 

Mr. Srravss. I am simply surveying the past in my mind to see 
whether I am likely to compromise any information. May I consult 
with Dr. Smyth? 

Representative Houirrevp. Mr. Chairman, while they are consulting, 
T will also call your attention to the fact that there are certain sections 
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of the bill which I have not had a chance to question the Commission 
on, and which I believe we can possibly get to tomorrow, along with 
the disposal of section 21. I think there are just a few sections. 

Chairman Cote. Very well. 

Mr. Srrauss. There is some doubt that I think ought to be re- 
solved on the side of first giving this information privately and then 
putting it into the public record if you care to have it. 

Chairman Core. Very well. I wi!l not press it. 

I would like to have you amplify the discussion that occurred at 
that meeting, in which you indicated a willingness to decline an invi- 
tation to participate at a National Security Council deliberation at 
the request of the President. 

Mr. Srrauss. Recognizing that this wearing of two hats, to use 
Mr. Holifield’s metaphor, and a good one, was one which appeared to 
be unpalatable to my colleagues, it seemed to me that one way of solv- 
ing that issue would be by requesting the President to discontinue 
inviting me to those meetings. 

Chairman Core. You expressed to the Commission your willingness 
to take that posit ion ? 

Mr. Srravss. I expressed it as one of the alternatives. 

Chairman Coie. And was there any indication on the part of the 
Commission, any or more than one, of the members of the Commission, 
that you should do that sort of thing / 

Mr. Srravss. I believe the Commission at that time felt that the net 
gain to the Commission of information which it might not otherwise 
have not received was greater if I continued to serve in that capacity. 

Chairman Coie. Thank you. 

Mr. Srrauss. But I think the Commissioners should express their 
own views, rather than there being any attempt on my part at this 
distance and time to do so for them. I can only testify to my own 
part in it, 

Chairman Corte. Thank you. 

Let me, on my ownresponsibility and in my own behalf, apologize 
to you for the part which I have played in providing the basis upon 
which this whole tempest or controversy has developed. Had I known 
that the development would occur as it has occurred, I most certainly 
would not have suggested a revision of the act in this particular. Now 
that it has taken place, I shall resist any effort to eliminate it, only 
because to do so, would be taken in some quarters as a reflection upon 
you, sir, and that IT am not ready to do. I think I may publicly 
express some pride in having written to the President, back in Janu- 
ary of 1953, knowing that the President would name a Chairman to 
the Commission, of writing him and urging him that he appoint you 
to that position. I do not recall what other recommendations I 
ever may have made to him that he has adopted, but certainly of those 
that he may have adopted none gives me greater pride than that one. 
I do not know of any person who has a greater knowledge of this 
problem, who has devoted more of his time, his thought, his energy, 
his personal resources, to it, than you. I do not know of any person 
in the country upon whem I, in my position as a member of this 
committee, can place greater confidence and reliance in the successful 
and effective operation of this program, than upon you, sir. I regret 
very, very much the part that I may have had to play in bringing this 
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out in the open, and I hope that the committee and the Congress will 
not see fit to eliminate this provision if for no other reason than the 
reflection that it might be interpreted to cast upon you. To my mind, 
you have rendered a great service to your country as a consecrated, 
devoted servant, and I am proud of you, and I am proud of the asso- 
ciations that I have had with you over the years and the part that 
I may have played in putting you in the position as Chairman. 

Representative Durnam. Mr. Chairman / 

Chairman Coie. Yes, Mr. Durham. 

Representative Durnam. Mr. Strauss, under your language there, 
that you used, that you might get out from under this two-hat posi- 
tion, by, of course, asking the President to relieve you of the duty of 
your advisory capacity, that does not mean that you do not believe 
that the President should have an adviser on atomic-energy matters ; 
does it? 

Mr. Srravss. No; if I thought that, Mr. Durham, I would not 
have consented to serve. All of us on the Commission have made sac- 
rifices to come down here. Each man may think that his own are 
greater. Mine have been substantial. 

Representative Durnam. I have always felt that it was highly im- 
portant to him to have all the information he possibly could get. 
1 think the selection of an adviser was wise on his part. 

Representative Houirieip. I would not want the record to stand as 
my friend and colleague, Chairman Cole, has left it in regard to a 
reflection on you, sir. You have testified that you had nothing to do 
with placing this language in the bill, and I believe you. And I say 
to you, sir, that I shall offer a motion to strike it out in committee, 
and if I am unsuccessful there I shall go to the floor and offer the same 
motion. And when I do, I do not consider it a reflection on you. I 
consider it substantiating the commission form of government, which 
we both believe is imperative. And I do it so that any future mem- 
ber of this Commission shall have the same right to dissent that 
you had at the time you stood alone, and when this committee backed 
you up. And I shall offer the amendment in the hopes that we can 
restore to this Commission the harmony which it has had until just 
recently. 

Chairman Corr. In making the references which I did to the saeri- 
fices which you made and the contributions you have made to the 
country in your service on the Commission as a member and as Chair- 
man, not for a moment did I intend to belittle the contribution which 
other members of the Commission have made to the same purpose. 

We may adjourn now and meet tomorrow morning in this same room 
at 10 o'clock. 

Mr. Srravss. Thank you, Mr. Chairman. 

(Whereupon, at 6:05 p- m., Friday, June 4, 1954, the hearing was 
adjourned until 10 a. m., Saturday, June 5, 1954.) 
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8. 3323 AND H. R. 8862, TO AMEND THE ATOMIC 
ENERGY ACT OF 1946 


SATURDAY, JUNE 5, 1954 


CoNGrEss OF THE UNrrep STares, 
Joint ComMITree oN ATOMIC ENERGY, 
Washington, D. C. 

The joint committee met, pursuant to recess, at 10 a. m., in room 
P-63, the Capitol, Hon. W. Sterling Cole (chairman) presiding. 

Present: Representatives Cole (presiding), Van Zandt, Durham, 
Holifield, Price, and Kilday; and Senator Anderson. 

Professional staff members present: Corbin C. Allardice, executive 
director; Walter A. Hamilton, Francis P. Cotter, and George Norris. 

Chairman Cote. The committee will come to order. 

When the committee discontinued hearings yesterday, it had heard 
three of the Commissioners, Dr. Smyth, Mr. Murray and Mr. Strauss, 
to make comment with reference to section 21. This morning we will 
start by hearing Commissioner Zuckert with respect to section 21. 
You may proceed i in whatever fashion you want. 


STATEMENT OF EUGENE M. ZUCKERT, MEMBER, ATOMIC ENERGY 
COMMISSION 


Mr. Zuckert. Thank you, sir. As I explained to you before the 
meeting began, Mr. Chairman, I didn’t have a prepared statement, but 
in view of the discussion yesterday, I felt that it would be better if I 
tried to put down my thoughts in some ordered form. I don’t know 
whether I achieved my result late last night, that is, my intended 
result. 

Mr. Chairman, as you know, this is presumably my last appearance 
before this committee as a member of the Atomic Energy Commission. 
First of all, 1 want to thank you sincerely for all the courtesies which 
you and your fellow members have extended to me during my approx- 
imately 214 years on the Commission. On June 30 I will have com- 
pleted ‘almost 9 consecutive years on the executive side of the public 
service, almost 7 of them in positions where I have been a Presidential 
appointee. 

I can tell you with utmost sincerity that I consider this experience 
a tremendous privilege, and despite occasional difficulties that face 
uny of us in the public service, these posts, first in the Surplus Prop- 
erty Administration, later in the Air Force, and then the Atomic 
Energy Commission, seem to me to have been a thoroughly rewarding 
way to have spent these years. 

s you have indicated during the course of these recent sessions, 
the subject which we are discussing here now, the organization of 
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the Commission, does not provide the happiest basis of discussion. 
I hope you will find this an objective statement. It certainly is 
offered in that spirit. 

I must say I am a little bit embarrassed because of the closing 
remarks you made last night in which you indicated that you felt 
that. the striking out of the language you propose regarding the 
Chairman might in some quarters constitute a personal reflection on 
the Chairman. I had always felt in my own consideration of the 
matter that there was no reflection upon the Chairman in seeking 
the elimination of this language. Rather, I felt that there was a basic 
problem of organizational principle involved here in which the only 
objective was our mutual one of seeking the most effective way of 
operating the tremendously important atomic energy program. It is 
in that spirit I hope you and your fellow members of your committee 
will interpret the comments I have to make here today. 

It is clear from what has been said that there have been difficulties 
that have arisen in the recent months of the AEC. In my own 
opinion, these difficulties have arisen because of a change in the opera- 
tion of the Commission, and also in the change in the degree of em- 
phasis upon problems that are to a considerable extent external to the 
Commission’s own responsibilities. 

Yesterday, as an example of these latter, there were mentioned the 
President’s atomic pool proposal, the scientific conference, just to name 
two of them. These are problems where it is quite fair to say that the 
Commission has no authority and where the President in his own 
discretion might seek the advice of one Commissioner or the whole 
Commission or none of the Commission. As a matter of fact, up to 
now the Chairman has been serving—the Chairman of the Commis- 
sion—as the special advisor to the President. 

Without any doubt, the President should have the most complete 
freedom to choose his own advisors. As one result of the choice of 
Admiral Strauss as special assistant to the President in these matters, 
in the past year since Admiral Strauss has been Chairman, there has 
been in my opinion a real and definite upsurge in the degree to which 
other parts of the executive branch have realized the potentialities of 
atomic energy for promoting the foreign and security policies of the 
United States. That is in large measure a tribute to the personality, 
the ability, and the prestige of the Chairman. 

This has been accompanied, however, by an increase in problems 
having atomic energy facets with which the Chairman was concerned, 
but with which the Commission has not been concerned. I first be- 
came aware of this problem last August, and discussed it with the 
Chairman on a completely amicable, you might say, clinical basis. 
I was attempting to work out in my own mind ‘the implications of his 
dual status as Presidential advisor and as Chairman of the 
Commission. 

In October I wrote him a personal memorandum in which I said I 
thought that the difficulty of the other Commissioners in this same 
problem could probably best be worked in terms not as to his responsi- 
bility as special assistant to the President, but rather in terms of what 
are the responsibilities of the Commission, and therefore, its Com- 
missioners. Where do they start, where do they end? 

It happened that this memorandum was timely in relation to our 
discussions and the Commission discussed this memorandum. The 
Chairman read it to them, and I am pleased to recall that the Chairman 
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said that the memorandum was temperate and he complimented its 
objective approach. I think it has been in the spirit of temperateness 
that I have sought to work out the implications arising out of this dual 
role of the Chairman. 

I reiterate I recognize without question the right of the President to 
seek advice where he wishes, and yet I do feel that the multiple head 
of the atomic-energy effort which Congress provided in the Commis- 
sion is an attribute of strength in a democracy. The relationship 
between the two capacities frankly concerned me, and partly because it 
affected my own concept of what my own job was. It is true, I guess, 
just one of the facts of life, that radical changes jin the character or 
functioning of an organization are never accomplished easily. I think 
that is one of the principal difficulties we face here. After all, and I 
think it was you who said it, Mr. Cole, we are dealing in intangibles. 
The crux of the matter to me is after all not the number of meetings 
that have been held or the number of subjects which were discussed ; 
the crux is the spirit and the effectiveness with which the members of 
the body charged with this awesome, and I sincerely mean that, awe- 
some responsibility worked together. 

I think it is a mere statement of fact, without any implications, to 
say that in my opinion, on the basis of the past year, the Chairman has 
become a greater influence in the entire spectrum of atomic-energy 
matters in relation to the whole Commission than was true a year ago 
or even 2 years ago. I repeat, I say that without implication. This 
would seem to me to be one of the inevitable ways in which things 
work; one of those intangibles that are not provable, but certainly true 
and completely understandable. 

What is the significance of this insofar as the organization of the 
Commission is concerned? To me, the fact that the Chairman does 
have a dual capacity makes it all the more imperative that every step 
possible be taken to preserve and promote for the long run the sub- 
stance of the Commission concept for the direction of the respon- 
sibilities entrusted to it. As I see it, those steps are of two different 
sorts. 

One of them is the difficult burden of the Chairman. He testified 
yesterday that he is acutely conscious of the difficult implications of 
his dual capacity, and that he has done everything in his power to 
overcome this by keeping the Commission as fully informed as he 
can and may, I might add, in the light of his other responsibilities. 
I certainly don’t envy him that task, which as Mr. Van Zandt brought 
out yesterday is made even more difficult by the fact that there are 
still only 24 hours in a day. 

The other responsibility for maintaining the strength of the Com- 
mission concept is, I respectfully submit, the responsibility of this 
committee and of the Congress. In my opinion, if a multiheaded or- 
ganization makes sense, and everybody I heard in these sessions said 
they are in favor of it, no step should be taken which is even subject 
to doubt as to its effect that would weaken this concept. 

I believe in the five-man Commission to be the head of the atomic- 
energy program. Why? In the first place, the secrecy that is a neces- 
sary part of this work makes it unnecessary to restrict its control. 

Representative Horirrerp. I didn’t understand that last. 

Mr. Zucxert. What I mean is that the fact that we are dealing with 
things here which must necessarily be secret makes it undesirable to 
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put too much power in the hands of one man. It is not properly stated, 
Mr. Holifield, I agree with you. 

Another reason is that we are dealing here with a great new natural 
resource, a priceless asset of the American people, for which main- 
tenance of public confidence, in my opinion, is best obtained by a 
diffused stewardship. 

There is another reason that is to me compelling, and this is why 
I don’t quite agree with the point that Senator Anderson raised yes- 
terday. This is the fact that the technological road ahead is not clear. 
Direction of the atomic-energy-program operations, so to speak, is 
not just a matter of operating plants repetitively producing a stand- 
ard product. True, most of our dollars are spent for the manufacture 
of fissionable materials or weapons, but this is not the hard part of 
the top-level job, and it is not the whole operating job. The real chal- 
lenge is the future, what programs to push, how to make the best 
utilization of our invaluable scientists, and the facilities at our 
disposal. 

This is still a pioneering task in the Commission. Policy and opera- 
tions are far more indistinctly separate in our work than they are in an 
established operation. In such a setting as ours, progress flourishes 
better, I am sure, under a Commission than under a line organization 
of the kind that builds bridges, fights wars, or sells toothpaste. 

One undeniable aspect of this multiheaded organization is that it 
has worked and it has worked in meeting construction and production 
schedules. It is more difficult to make it work, but the record of per- 
formance is there. 

What has all this got to do with the Chairman as principal officer? 
I repeat my premise, I think it is necessary to do everything possible 
to preserve and affirm the authority of the Commission, but at least 
as I understand it, as the argument goes the phrase “principal officer” 
doesn’t do anything except perhaps conform with the phrase used in 
respect to other commissions. All of those other commissions so far 
as I can tell are regulatory commissions. 

Chairman Strauss’ statement yesterday left me in doubt whether he 
intended his quotations from the Hoover Commission report to be in 
support of the principal officer proposal as it is in the bill, or whether 
indeed, he felt that the phrase did not go far enough. One thing did 
seem to me clear, that the task-force report which was the basis for 
those quotations was explicitly not based by its authors on any review 
of the problems of the Atomic Energy Commission, but rather on the 
problems of the regulatory commissions. 

Representative Hortrietp. In fact, it had specific language exclud- 
ing the TVA and Atomic Energy Commission from consideration of 
the task force which sent the material up to the Commission. 

Mr. Zucxert. There are three possible results as I see it in putting 
this phrase in, Mr. Chairman. Either the language proposed is mean- 
ingless or it makes possible some undefined measure of authority in 
the AEC Chairman, or it is possible that the phrase should only be 
applied in the field of administration in its narrowest sense, that is, 
housekeeping. It means nothine. something, or very little. If the 
language has little or no meaning, particularly in view of all the dis- 
cussion, I think it should be removed, because the AEC today, and is 
in the future—foreseeable future—a different kind of commission. 
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I see no need there for language harmonious to that applied to organi- 
zations basically different. 

If by any possible construction, the phrase does alter any aspect of 
the administration of the Commission, I believe, particularly in view 
of where we are today, that it does affect the substance of the concept 
of a five-man Atomic Energy Commission. How? By further en- 
hancing, even though perhaps to some small degree, the authority of 
the Chairman in relation to the remainder of the Commission. 

That is the end of my statement, sir. 

Chairman Cots. Thank you, Mr. Zuckert. Senator Anderson. 

Senator ANpErson. Apparently I did not make myself very clear 
the other day, because I was not talking about the task of operating 
plants engaged in the repetitive process as the only thing that con- 
cerned me. I recognize that there are areas where new processes are 
being developed, and I recognize that to be the function of all the 
members of the Commission. But I have concerned myself recently 
with the battle ahead between the nickel cadmium battery people and 
Sonotone, in which the Commission, I think, turned over a whole seg- 
ment of business to a large organization at the great cost of the people 
who pioneered in that field. The awarding of that contract seemed 
to be bad all the way through. Do you think that was helped any by 
having five Commissioners? It seems to me it could have been much 
better handled if there had been one person who had the responsibility 
in that field. Maybe the general manager should have watched it. 
But somebody should have watched it, certainly, some individual. 
That is the field where I think a single administrator can do a job. 

Mr. Zucxert. Senator, it is never possible for the policy people at 
the top to get into all the operating problems—to get into all policy 
sroblems that have operations. It is never possible at the top, as you 
loa as a much more experienced top administrator than I am, to 
get into all the problems that do have policy implications. The prob- 
lem that you mention is unfamiliar to me, at least as far as any formal! 
submission to the Commission is concerned. 

Senator AnpDErson. I do not think the Commission needs to bother 
with things of that nature. Therefore, apparently what you are con- 
cerned with is letting the General Manager handle all these things 
without reference to a single member of the Commission. 

Mr. Zucxkert. That is right, but the Commission does have to have 
the opportunity and the ability and the facility to sample operations, 
because as somebody pointed out here yesterday, you can’t make policy 
in a vacuum. I don’t think there is any disagreement between us, 
Senator. 

Senator Anprrson. I do not either, actually. 

Mr. Zuckxerr. You mention the example of the packing plants, 
and I was attempting to contrast that with a problem where we might 
by decision to manufacture certain products as opposed to other prod- 
ucts be radically affecting the technology of the business, or by de- 
ciding to curtail a certain large research and development contract. 

Senator Anprerson. That is policy. 

Mr. Zuckert. That is right, but it is also closely blended with opera- 
tions, because it has to do, for example, with the operating problems 
of the laboratory. 

Senator Anperson. We are talking about different things as far 
as I am concerned, because once you start to manufacture a particular 
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type of weapon, for example, the question of the procurement of mag- 
netos and wiring and various other types of things does not seem to 
me to concern the Commission. It is a manufacturing process that a 
single head ought to undertake. 

Mr. Zucker. Senator, I could not agree with you more. 

Senator ANpERsoN. That is all I was ‘contending about. It can be 
done by a general manager, or it can be done by a chairman acting as 
the president of a corporation might ordinarily act. 

Mr. Zuckxert. My point on that would be, Senator, that where you 
have a Chairman who does have all these other responsibilities, too, 
he should not have this responsibility for administration, if that is 
what we mean by administration. 

Senator Anperson. As I tried to say by the packing plant illustra- 
tion the other day, we do not all operate ‘the same way in this world. 
There are men who are able to delegate responsibilities and walk off 
and forget them. An employee in one of the departments said to 
me one time that the finest Secretary of Agriculture the country ever 
had, in his opinion, was a man who used to get there never before 10 
o’clock in the morning, never stayed after 1 o’clock in the afternoon, 
and rarely put in more than four days a week in the office. 

Mr. Zuckertr. He would have a tough time on the Atomic Energy 
Commission. 

Senator Anprerson. He was an excellent man for the job, because 
he never got in anybody’s way. Whatever the bureaus decided, it was 
the final decision. Unfortunately, it just happens that we cannot 
all operate that way in this world. There are people who have to 
know what is going on if the responsibility seems to be partly theirs. 

Mr. Zuckerr. That is right, and we are trying to make legislation 
without knowing or having any idea what the people w noel are going to 
follow are going to be like. I think we are in agreement, 

Chairman Core. Mr. Durham. 

Representative Durnuam. Mr. Chairman, Mr. Zuckert, first I want 
to say that since you are leaving the Commission, that as a member 
of this committee I feel you have rendered a very fine service to your 
country and to the committee as well. 

Mr. Zuckert. Thank you, sir. 

Representative Dunnam. I am very sorry you are no longer going 
to a part of our deliberations and other matters. 

Summing up your statement, Mr. Zuckert, without getting into 
detail or personal matters, your belief is that the language that at 
the present time is carried in the bill with regard to the Commission 
would place more power in the Chairman as “presently written ¢ 

Mr. Zuckerr. I would put it a little bit differently, Mr. Durham. 
I would say that in view of all we have heard, in view of all our dis- 
cussions, I think that there should be resisted any tendency to put in 
any language which by any implication might under any Chairman 
give him any added authority. I think it is necessary to try to do 
everything possible to keep the balance so that your five-man Commis- 
sion remains the top, and the effective top in the atomic energy 
business. 

Representative Durnam. Then you agree with the language sug- 
gested by Commissioner Murray, or do you not? 

Mr. Zuckerr. Not necessar ily, no, sir. 

Representative Duruam. You read the language, did you not? 
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Mr. Zucxert. I read it. I admit I didn’t study it. I don’t agree. 
Would you read it to me/ 
Representative DuruaM. I will quote it to you. [{ Reading:] 


All members of the-Commission shall have equal authority and responsibility 
in pursuance of this act, and shall have full access to all information relating 
to the performance of this authority and responsibility. 

That is the language he suggested yesterday in his statement. 

Mr. Zuckert. It has to do with the responsibility of the Commis- 
sion. I think they should have access to information. Personally, 
Mr. Durham, I have never worried whether it was in the legislation 
or in the report that the committee might prepare. The thing to me 
is that it be clear what we are trying to accomplish. 

Representative Duruam. Then you feel that it makes very little 
difference as to whether or not the authority of the Commission is 
spelled out or written out and defined, or whether it is operative as it 
is at the present time under the present McMahon Act? 

Mr. Zuckrrt. As I say, I have not thought about it. I think it 
is a very difficult thing to spell out. Thinking about it, if you can find 
language which will reaffirm the idea that this is a five-man Com- 
mission with members of equal authority, and you put it in the law, 
sure, that is better than having it in the legislative history. I have 
not studied this language carefully enough to know whether that does 
that. 

Representative Durnam. Of course, at the present time you know 
the definition is not spelled out in the present act as to the duties 
and responsibilities of the Commission as a whole. In your state- 
ment you did say that we had produced results under the present 
condition, that is, production and the building of facilities and other 
matters, which the performance had been good under the present 
status of things. You feel that under the present status of things 
that the program will have no difficulty in making progress as it 
has in the past? 

Mr. Zuckert. That is right. 

Representative DurHam. You feel like the Commission can work 
under those standards? 

Mr. Zuckert. Yes, I do. 

Representative DurHam. Have you noticed a tendency in the last 
6 months of any difference to take over and usurp more power by the 
Chairman since it has to get down to personal questions? I am sorry 
I have to ask them, but I think it is important. 

Mr. Zucxert. You see, it is words like “usurp” that bother me. 
What we are talking about here is a situation in which under any 
circumstances the Chairman, by reason of his prestige, by reason of his 
Presidential appointment, by reason of the fact that he is known, the 
fact that he represents us to the Congress, he does acquire a certain 
degree of authority. I don’t know how you define it. When he 
becomes a special adviser to the President, this tendency is a little more 
accentuated. I don’t know if I have made myself clear. The word 
“gsurp” or talking about getting a stronger hold on Commission 
responsibilities, I think that there there is no problem. Every Com- 
missioner is able to speak up, and should speak up and be heard if he 
believes he is not being informed about things going 9n at Hanford 
or Oak Ridge or things like that. 
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Representative DurHam. I think the Chairman’s recommendation, 
of course, in his statement did recommend a change and recommend a 
definition for the duties and responsibilities of the Commission. That 
is why I asked you these questions. There is a divided opinion in the 
Commission. 

Mr. Zucxert. And I am doing my conscientious best to answer what 
is fundamentally a very difficult problem. 

Representative Duruam. I know you ace. 

Mr. Zucxenrt. It is like this word “head” of the agency; what does 
head of the agency mean? This has been discussed from time to time 
in connection with other matters. What does that mean? Is the 
Commission the head of the agency or is the Chairman the head of the 
agency? This has certain effects. I say that I think it should be 
unambiguous. If there is any doubt about it at all, it should be 
unambiguous, that it is a five-man Commission with a Chairman, and a 
Chairman as spokesman. I lay aside whether the Chairman has 
another role as adviser to the President. 

Representative DurHam. Again, I am sorry you are leaving the 
Commission. 

Mr. Zucxert. Thank you, Mr. Durham. 

Chairman Cots. Mr. Zan Zandt. 

Representative Van Zanvt. Mr. Zuckert, I interpret your statement 
as approval of the President having an adviser on the subject of 
atomic energy ? 

Mr. ZucKeErt. Sir, I don’t want to comment on that, because that is 
none of my business, frankly, whether the President has an adviser 
on atomic energy. I think this is peculiarly his problem. I really 
don’t feel competent. I don’t know what his difficulties are. 

Representative Van Zanpr. As President of the United States, 
don’t you think he should be may informed at all times of what 
goes on in the atomic-energy field ‘ 

Mr. Zucxert. That is a slightly different matter. He needs advice 
on atomic energy matters. How he gets it depends on how he himself 
works, 

Representative Van Zanpr. Did he not select the Chairman of the 
Atomic Energy Commission as his adviser ? 

Mr. Zucxert. That I understand to be true. 

Representative Van Zanpr. I think probably President Eisen- 
hower’s predecessor would have gotten along better in the field of 
atomic energy if he had a Presidential adviser. I think you know 
what I am talking about. 

Mr. Zucxert. Mr. Van Zandt, I must say I don’t. For the record 
I just have to say I don’t. 

Representative Van Zanpr. At times President Truman indicated 
by statements that he did not know too much about atomic-energy 
activities. 

Representative Price. Will the gentleman yield? 

Representative Van Zanpr. Surely. 

Representative Price. Did not the former President utilize the Com- 
mission in an advisory capacity? Did not the Commission make 
frequent trips to the White House? 

Mr. Zoucxert. I was there for less than a year when President 
Truman was there, Mr. Price. I don’t remember whether it was once 
or twice—— 
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Representative Price. Certainly during the previous administration 
the most momentous decisions in the field of atomic energy were made. 
Certainly the President of the United States did not make those deci- 
sions without adequate advice from someone. 

Mr. Zucxert. I understand it—of course, this was before my 
time—— 

Representative Van Zanvr. Mr. Chairman, there was conflicting in- 
formation. The Commission told us of the Russian test of a certain 
type of weapon and the President of the United States at that time 

enied that such a test had taken place. 

Senator Anperson. No. 

Representative Price. That is absolutely wrong. 

Senator Anperson. You better look it up. He doubted if the Rus- 
sians could deliver a bomb. There is some question about that still. 

Chairman Cog. Carry on. 

Representative Van Zanvrt. Mr. Zuckert, you acknowledged the fact 
that as a result of the President having an adviser that there has been 
an upsurge of activities on the part of the Chairman of the AEC? 

Mr. Zucxerr. Yes, sir. 

Representative Van Zanpr. During your tenure of office, and 
since 

Mr. Zvuoxkert. I didn’t say upsurge; just to quote what I said, Mr. 
Van Zandt, because I want to be sure that we are talking about the 
same thing, what I said was, and I am happy to repeat it, I said there 
has been in my opinion a definite upsurge in the degree to which other 
parts of the executive branch have realized the potentiality of atomic 
energy for promoting the foreign-security policy. 

Representative Van Zanpvr. That is what I had reference to. I 

uoted your statement “upsurge of activities” and stopped there. 

uring your membership on the Commission, and especially since 
Admiral Strauss has taken over, has there been any violent difference 
of opinion? 

Mr. Zuckert. Violent difference of opinion ? 

Representative Van Zanpt. Yes; I said “violent.” 

Mr. Zucxert. There has been no violence, I know. 

Representative Van Zanpr. The reason I ask that question is, in 
reading some of the stories the press has carried, I am afraid that some 
of the people of the country have been led to believe that there has 
been a terrific difference of opinion within the membership of the 
Commission, and that is what I am trying to clarify. There has been 
an orderly difference, has there not, of opinion ? 

Mr. Zucxert. Sure. It is orderly. 

Representative Van Zanpr. Has this difference of opinion within 
the Commission retarded the atomic-energy program in any way, 
shape, or form? 

Mr. Zockert. Mr. Van Zandt, I will say this. I certainly am not 
qualified to know what aired differences do to a program. For the 
major part, I am sure the people, the contractors out in the field, the 
people who do the work, the people who supervise it, for the major 
part, I think those efforts go on pretty much the same. It does have 
a disturbing effect. I have never been able to judge morale, for 
example. You are talking about morale, really. 

Representative Van Zanvt. No; I am talking about the program in 
general and the general objective of developing the field of atomic 
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energy. Has this difference of opinion retarded in any way, shape, or 
form, that program ? 

Mr. Zuckert. Mr. Van Zandt, I don’t think I could say. 

Representative Van Zanpr. Will you repeat that again. 

Mr. Zucxerr. I say I don’t think I could evaluate it. 

Representative Van Zanpr. In regard to the President’s statement 
during a press interview, I understand the President mentioned the 
size of weapons. Won't you agree that the President with his military 
background and his knowledge of the field of atomic energy certainly 
qualifies him to discuss the size of weapons? 

Mr. Zuckerr. Mr. Van Zandt, on this size-of-weapons business, I 
would respectfully request that I be given a clear statement of what 
we are talking about. If we are talking about the President’s press 
conference, I. would have to know who said it. If we are talking 
about Admiral Strauss’ statement at that press conference, I would 
like the reference in it. I don’t want to answer a question on the size of 
weapons without knowing what I am talking about. 

Representative Van Zanpr. It was testified here yesterday that 
the Chairman of the AEC was with the President during the course 
of the press interview at which time the size of weapons was men- 
tioned. 

Mr. Zuckerr. Mr. Van Zandt, I say this respectfully ; this was not 
the impression I got as to what was intended. I would respectfully 
request that either the question be made with reference to specific 
quotations, or that I be excused from trying to reply. 

Representative VAN Zanpr. I am disturbed about the articles that 
are appearing in the press which I feel will lead the average American 
to come to a conclusion that there is a great difference of opinion within 
the Commission. I am afraid that they will say this is retarding the 
overall program. In my opinion, based on what you have said, it 
has not. 

Mr. Zucker’. Let me say this: You asked me and I said I cannot 
evaluate whether this has. As I think about it, this leaves an unfor- 
tunate implication. This program is going ah ad. Our w “apons de- 
velopment with which you are fully informed, a terrific job has been 
done, a tremendous job has been done. The operafions, all this, are not 
being impaired because of a difference of opinion on the Commis- 
sion as to organization. That is true. But you asked me whether it 
might have some effect. I am not able to judge. I for one believe, 
and I have so testified, that if too much authority gravitates into the 
hands of one man, if it does, this would be bad for the program. I 
just want that clear. When you sit here by yourself it is sometimes 
hard to see the implication of your remarks. There has been no cessa- 
tion of our drive to provide the American people the best in weapons 
and the greatest advances 

Representative Van Zanpt. I will conclude my questioning by 
saying this—— 

Mr. Zuckerr. Excuse me. Let me finish. The greatest advances 
in the development of this technology for the beneficial uses of the 
world and ourselves. 

Representative Van Zanpr. I will conclude my questions, Mr. Zuck- 
ert, by simply saying this: In my own opinion, I think the Com- 
missions has done a magnificent job. I think the American people are 
entitled to know that they have done this type of job. I resent some 
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of the implications that are developing here as a result of questions 
that are being put. I think it has a tendency to develop a wave of 
criticism of the Commission, and I do not agree with it. 

Chairman Core. Mr. Holifield. 

Representative Hormterp. Mr. Zuckert, I want to jom with my 
colleague from Pennsylvania in saying I think I have no criticism of 
the Commission’s progress, the progress of the atomic energy project 
since jt was started, since the Commission was set up under the Mc- 
Mahon Act, and since this committee has been set up under the 
McMahon Act. It has been one of the most remarkable records of 
scientific advancement that the world has ever known. As the Presi- 
dent said in his speech, the scientific advancement and technology of 
many decades have been compressed into 1 decade. Certainly you and 
the rest of the members of this Commission, and the other members 
that served before you who have resigned all share in the pride of 
accomplishment. I think you as an individual, and I am sorry seeing 
you leaving the Commission, have contributed in no small way toward 
this by your dedication to the job at hand. Certainly no question that 
I have asked or intend to ask indicates that I have a criticism of the 
accomplishments of the Atomic Energy Commission. 

Mr. Zucxert. Thank you very much, Mr. Holifield. 

Representative Horirreip. I believe you testified very clearly that 
you believe that the Commission form of management has been 
effective. 

Mr. Zuckert. Yes, sir. 

Representative Hotirreitp. Would you suggest a smaller Commis- 
sion or perhaps a larger Commission ? 

Mr. Zuckerr. No, sir; everybody agrees a Commission is a difficult 
form of organization to operate. If you only have three men on the 
Commission you don’t have the opportunity—people feel constrained 
to stay here and pass on Commission business. One of the best things 
about the Commission is getting out in the field. One of the most 
encouraging things about being on the Commission is getting out in 
the field where the work is done. I think you have to have that oppor- 
tunity. Seven seems to me cumbersome. Five is a compromise, but a 
good compromise. 

Representative Hottrretp. You feel it has worked out fine with the 
present number ? 

Mr. ZucKkert. Yes, sir. 

Representative Hoxtrretp. And you wish to see it continue ? 

Mr. Zuckert. Yes, sir. 

Representative Hotrrrevp. In further clarification of this peculiar 
and unique setup as it was referred to, the unique setup of this Com- 
mission, we should again take knowledge of the fact that we have a 
5-man Commission, we have a General Manager to whom can be dele- 
gated administrative and executive functions, and I assume that to 
mean the usual meaning of those words, that the administrative mat- 
ters of housekeeping as ‘referred to by the Hoover Commission can be 
delegated to him, the executive, executing the orders or the decisions of 
the 5-man Commission, can be and is being ex executed by this General 
Manager? 

Mr. Zuckert. Yes, sir. 

Representative Honirtetp. His duty, I believe, at the present time— 
or at least this bill will provide—for 13 operational divisions. We 
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have 11 at the present time under the old act as I remember, and this 
will set up in addition to it, the Legal Counsel Division and an Inspec- 
tion Division. Those 13 divisions of operation would come under the 
immediate supervision of the General Manager, would they not ! 

Mr. Zouckert. That is the way it should be; yes, sir. 

Representative Horirtetp. The supervision as far as execution of 
the policies resolved by the Commission. 

Mr. Zuckerr. There is a collateral problem, Mr. Holjifield, but it is 
purely an internal matter, as to the reporting of the comptroller and 
the General Counsel to the Commission, too, which is very important, 
in my opinion. 

Representative Hottrretp, The General Counsel now operates not in 
a division, as I understand it. He operates as the General Counsel to 
the Commission. 

Mr. Zucxert. That is right. 

Representative Hortrie.y. But this act seeks to set up a legal 
division. Am I not right in that? I have been informed it sets 
up a legal division. The Cole-Hickenlooper bill. Were you aware 
of that? 

Mr. Zucxerr. Yes, I knew that there was a proposal to make 
the General Counsel a division head. I did know that. But I don’t 
think that prevents a dual responsibility to the Commission, and I 
think this is particularly important in the case of the General Coun- 
sel and the Comptroller, and there is a precedent. as far as the Comp- 
troller is concerned, in the National Security Act. 

Representative Hoxirivtp. I think so. I have no objection to it. 
I am just laying it on the table as a matter of record so that we will 
know how the function of the Commission is supposed to be carried 
on. 

Mr. Zuckerrt. I don’t think anybody in the Commission would want 
to have anybody standing between him and his counsel. 

Representative Hottrreny. That doesn’t necessarily mean—— 

Mr. Zuckxertr. I amsure of it. 

Representative Horirm.p. That the General Manager would over- 
rule the Commission. It means that the General Manager is subject 
to the Commission as far as carrying out his duties are concerned. I 
am speaking now in the broad sense, not in each minute detail, that 
he must make decisions on. I guess you agree with that, do you not? 

Mr. Zucxert. Yes, sir. 

Representative Horirrenp. So the function of the Commission is 
as follows: The Congress laid down broad general policy and objec- 
tives and functions. The Commission in its day-to-day operation 
makes decisions of specific policy in regard to how and when and where 
and what shall be done in the project. That is in turn transmitted, 
if it be a matter under the General Manager—ordinarily most of 
those matters I understand would be transmitted to him—with direc- 
tions that he carry them out according to the majority decision of 
the Commission. 

Mr. Zuckert. What you have given is a classical description of the 
way in which it operates. Actually it does and should operate on 
a much more informal participating-discussion basis. 

Representative Hotirretp. We are trying to trace the line of author- 
itv because there has been language written into this act which in 
addition to the principal-oflice clause gives the chairman the right to 
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appoint an acting chairman in his absence, and I see nothing wrong 
in that. I certainly recognize the fact that the chairman should pre- 

side at meetings, and that he should have a right, although I under- 

stand the seniority clause or seniority policy has been : adopted before, 
I have no objection to the chairman appointing an acting chairman in 
his absence. I think that is perfectly all right. As we are writing 
some changes into the law, such as the completely technical reference 
to what constitutes a majority vote, which of course has been the 
practice all along, I seee no reason why we should not further go 
into this matter of Commission function and lay out possibly a little 
more specific lines of procedure in order that each Commissioner shall 
know his duties and responsibilities as the chairman yesterday sug- 
gested we should know. I have no reluctance toward specifying 
the duties of the chairman of the Commission. I think that would 
put everybody on notice as to where the bounds of authority and 
jurisdiction were, and there might be less reason for confusion in the 
future. 

In your opinion, is the effectiveness of the Commission type of 
management dependent on other reasons (a) maximum access to 
pertinent information; (4) mutual discussion and interchange of 
ideas; (¢) on decisions which were finally approved by the majority 
of the AEC members? 

Mr. Zucxert. I have heard this question somewhere before, Mr. 
Holifield. 

Representative Hotirter. You are going to hear it once more when 
I question Mr. Campbell. This could have been avoided if we had 
the 5 here in front of us at 1 time; but, in order to get this on the 
record, I want to ask you, sir. And you are going to hear it some more. 

Mr. Zucxert. I have never been’able to understand. Are you dis- 
tinguishing as to their importance or is this the basis on which you 
ask ¢ : 
Representative Hotirre.p. No, sir, I am not making any distinction 
as to importance, because I think they are equally important. 

Mr. Zuckert. This is access to information, mutual discussion ? 

Representative Hoxirretp. Access to pertinent information, mutual 
discussion and exchange of ideas, and, finally, on decisions which were 
finally approved by the majority of the AEC members. 

Mr. ZucKkerT. Yes, sir. 

Representative Hotirretp. My question was, Do you think the effec- 
tiveness of the Commission type of management depends upon these 
three basic reasons, as well as others? 

Mr. Zucker. Yes, they are very important. The informal and the 
formal are both important; yes, sir. 

Representative Horirmip. Could a commission type of Government 
function effectively if it did not have those three? 

Mr. Zucxert. Not in this type of business, Mr. Holifield, not in this 
type of effort. 

Representative Hotirietp. Has there been in your opinion a lack of 
access to all pertinent information in recent months and a lack of 
mutual interchange of ideas? Mr. Zuckert, of course you are not under 
oath, before this committee, and there is no intention to put you under 
oath, nor is there any implication in my remark. I asked these ques- 
tions yesterday and it was embarrassing for me to ask them, and it was 
possibly embarrassing for some of the members to answer them. I do 
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expect that you will be as frank with the committee as your predeces- 
sors have been. 

Mr. Zucxert. Sure. Of course, I would be glad to go under oath, 
and I know you didn’t mean anything by that. 

Representative Houirretp. No, I did not mean anything by it. 

Mr. Zucker. Sir, it again goes back, as I see it, to this problem of 
intangibles. You mean a lack of-- 

Representative Ho.irretp. I meant exactly what I said. Has there 
been in your opinion a lack of access to all pertinent information in 
recent months ¢ 

Mr. ZucKkert. You see, it is the word “all” that bothers me in this 
question. The thing is that I don’t feel that insofar as the Commis- 
sion—let me think a minute. I have never had any problem really 
with respect to any more than I had as Assistant Secretary of the Air 
Force in dealing with the Air Force, and I had a good relationship. I 
have never had any problem on getting facts about the Commission’s 
operations, its programs or anything of that sort. Never. If I had 
any difficulty, it is my job to see that it is overcome. 

Representative Van Zanpr. Will the gentleman from California 
yield? 

Representative Hoiirrmeip. Yes. 

Representative Van Zanpr. Could I ask Mr. Zuckert if at any time 
he requested information, that was denied him ¢ 

Mr. Zuckxert. The blunt answer to that is I have never been re- 
fused information on anything having to do with the Commission’s 
operations. 

Representative Price. Will the gentleman from California yield 
again ¢ 

Representative Ho.irietp. Yes. 

Representative Price. But have you felt that some information that 
should have come to you as a Commissioner did not come to you? 

Mr, Zuckerr. Mr. Price, sure, sometimes you may have the feeling 
that you do not have a participation in an organization—you may not 
have participation—early enough. I don’t know. 

Representative Prick. Have subsequent events indicated that those 
feelings were justified ? 

Mr. Zucxerr. Mr. Price, it is always possible to take out in an 
organization like this specific example, and to say did you know about 
this, and I say no, I didn’t. Then somebody says, either this was a 
mistake or something. You can always do it on specific examples. 
On the great bulk of the information, though, there has been no turn- 
ing off of the faucet or anything of that sort. In other words, Mr. 
Van Zandt asked me whether the operation was being materially im- 
peded, and I think this has to be the same answer. Sure, there have 
been instances but on the whole these could be the pop flies that drop 
in any ball game, 

Representative Horirrmetp. Were you consulted by Mr. Strauss in 
regard to the President’s announcement of an international atomic 
pool plan before the President made that announcement ? 

Mr. Zucxert. No, sir. 

Representative Houirrecp. Were you consulted regarding the Presi- 
dent’s announcement regarding the adequacy of weapon sizes by Mr. 
Strauss, before E 
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Mr. Zuckerr. Sir, that was my answer to Mr. Van Zandt’s ques- 
tion. I appeal to you. 

Representative Hourrrevp. I am not asking for any reasons. I 
am just asking the question. 

Mr. Zuckxert. No; I am not going to answer the question because I 
don’t know what we are talking about. 

Chairman Cote. What we are talking about is President Ejisen- 
hower’s statement in a press conference in April, I think it was, in 
which he expressed himself as being of the opinion that we had tested 
weapons of a size sufficient to meet our military requirements. 

Senator Anperson. Could I read the exact words, Mr. Chairman, 
because they bear on exactly what you said: 

Merriman Smith submitted the question which was a sort of double question. 
He said, “Are we going to continue to make bigger and bigger H-bombs, and 
as the H-bomb program continues and progresses, are we learning anything 
that is directly applicable to peacetime uses of atomic energy?’ I think that 
question is divisible. I think he asked are we going to continue to make bigger 
and bigger H-bombs. To that the President replied, no, we had no intention 
of going into a program of seeing how big these could be made. 

It is a very proper answer, because what we were trying to do 
was to have weapons available without regard to size, and then he 
said he didn’t know whether the scientists would place any limit, and 
therefore you heard these remarks about the blowout which he 
thought was even blowing a hole through the entire atmosphere. Of 
course, there had been the statement, I think, that it might be possible 
to build a bomb so big that it just blew out the atmosphere. 

When I read it, the President meant to me, that that was an inter- 
esting thought that the scientists might have ideas about, but the 
militar Vy would not, because they would not be interested in the weapon 
that would just blow out the entire atmosphere. The question said, 
“What was that, sir” and his answer was, “You heard statements, 
comments like blowout and that sort of thing. We were not”—and 
this was a dash, he changed the way he was going to say it—“we knew 
of no military requirement that could lead us in the production of a 
bigger bomb than already had been produced.” 

‘What limited visits I have made to the places where things are under 
construction leads me to believe that is a very accurate statement. If 
the military come in and say we want something five times as big as 
you are now making, then jt is a problem for the scientists to under- 
take. But he knows of no military requirement that could lead us into 
the production of a bigger bomb than already had been produced. 

That seems to me is the heart of the question. If the military asks 
for something bigger then it becomes the responsibility of the scientists 
of the laboratories to try to design something bigger. 

Representative Houirtetp. I might say I am making no criticism of 
what the President said. I am not criticizing it at all. I am asking 
you if you were consulted as a matter of Commission interest as to 
whether the Commission would be required to direct in the future its 
talents toward a different type of a program or to maintain the present 
program. That isa very simple question. 

Mr. Zucxert. The short answer, no. 

Representative Hotirtetp. That is all I wanted. 

Mr. Zuckert. I appreciate the clarification, Mr. Chairman. 

Representative Horirietp. I appreciate my colleague reading that 
into the record, because I didn’t happen to have the news article. 
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Chairman Coir. Would you mind if I asked Mr. Zuckert if he knows 
of any reason why he should have been consulted by the President 
before the President made such a statement ? 

Mr. Zucxertr. As I understand it, Mr. Cole, the practical answer 
was that it was a question at a press conference, and it would not have 
occurred to me that the President would get the advice of an indi- 
vidual—have to get the advice of an individual Commissioner. 

Chairman Corr. Do you think the President should have consulted 
with you or the other members of the Commission before making a 
statement like that ¢ 

Mr. Zucxert. Sir, I am not 

Chairman Corz. You can answer that, Gene. 

Mr. Zucxertr. No, I can’t. 

Chairman Cotg. All right, I will withdraw the question. 

Mr. Zuckert. Would you, please ? 

Representative Van Zanpr. May I ask the Commissioner if he feels 
that the President as a former military man with years of experience, 
and now the Chief Executive of the United States, is qualified to make 
such a comment regarding the size of weapon ? 

Mr. Zucxert. Mr. Van Zandt, I am not criticizing by implication, 
by silence or by otherwise the P1 esident of the United States in respect 
to this matter. But I am not going to—I just don’t feel that it is 
necessary, if I may respectfully say so, to offer my opinion as to 
whether the President should have consulted 1 person, 2 persons, or 
10 persons before he made a certain statement. 

Representative Van Zanpr. I thank you. 

Representative Hoxtrte.p. Were you consulted about Mr. Strauss’ 
announcement of a world conference of scientists on atomic energy 
sponsored by the United States prior to that announcement ? 

Mr. Zuckert. No, sir; I read his speech in the paper. 

Representative Hotirreitp. Was it customary for other members of 
the Atomic Energy Commission to accompany the former Chairman, 
Mr. Dean, to the White House to confer with President Truman on 
atomic problems and policies, and did you so attend? 

Mr. Zuckert. I went once or twice. Mr. Dean would go over there 
occasionally. I remember a couple of instances. I don’t remember 
what they were about, when he went alone, and then reported to the 
Commission when he returned. 

Representative Hotirretp. Did you accompany Mr. Dean to the 
White House to confer with President Eisenhower on atomic matters 
during the first 6 months of 1953 

Mr. Zuckerr. I went once to a sami and once to a movie. 

Representative Horrrrerp. Then you did go twice. 

Mr. Zuckert. I went twice; yes, sir, in 1953. Yes, sir. 

Representative Hottrretp. The movie had to do with atomic mat- 
ters, did it? 

Mr, Zucxert. Yes, sir. 

Representative Hotirtecp. I am glad to hear that. Have you been 
there since with Mr. Strauss, since he took over the chairmanship? 

Mr. Zuckerr. You mean 

Representative Horirretp. To a movie or anything else. 

Mr. Zuckert. Not on atomic energy matters. I went to the recep- 
tion like everybody else, sir. 
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Representative Horirievp. Did you have to wear white ties and 
tails ¢ 

Mr. Zuckert. Yes, sir. 

Representative Horirrevp. I have placed before you a paper which 
1 presented to Mr. Smyth, and to Chairman Strauss, and I asked 
them if you were consulted on that particular matter at any time. 

Mr. Zucxert. No; I was not. I saw the information paper which 
was subsequently circulated. 

Representative Houirrre.p. Mr. Chairman, I will ask Mr. Hamilton 
to hand that same paper to Mr. Murray, because I accidently omitted 

yesterday in asking him about that question. Were you consulted on 
that, Mr. Murray, on that particular question ? 

Mr. Murray. No, sir. 

Mr. Smyru. Mr. Holifield, I don’t remember my response in my 
testimony yesterday, but I may have given a false impression. I was 
not consulted on that either. 

Representative Houtrievp. That is the way you answered, sir. 

Chairman Corr. I think it should be reiterated in the record that 
Mr. Strauss, in response to your question of him yesterday, Mr. Holi- 
field, denied that he had ever committed the Commission on that ques- 
tion. 

Representative Horirmetp. I remember the statement of the Chair- 
man, and the record of course will remain as it is. 

Chairman Cote. But there may be somebody present in the room 
this morning who was not present yesterday, and that is why I under- 
take to restate it for the record and for the information of those who 
are here. 

Representative Hoxrrievp. The chairman will also attest it is the 
same matter. 

Chairman Cote. So far as the chairman is able to read the writing 
of the gentleman from California, it is. 

Representative Hourrrevp. Mr. Zuckert, I would like to ask you the 
following question. 

Mr. Zuckert. Yes, sir. 

Representative Hoxtrre.p. Do you believe that the employe morale 
of the Atomic Energy Commission has ben diminished during the last 
few months as a result of a feeling of disquiet and the resignation of 
Mr. Beckerley ? 

Mr. Zucxerr. Mr. Holifield, a question like that—I told Mr. Van 
Zandt that the tought thing in the world to evaluate is morale. One 
thing I must say that I have seen—judgment as to morale is a sub- 
jpective judgment entirely—I would rather answer that question, 
Coolnes after all we are dealing here with something that when you 


say it, it gets picked up and its implications get peered into. I have 
seen no difference in the high performance of the Commission’s staff 
in the past few months. I have noticed no difference in performance. 
Representative HouirreLp, Of course, I didn’t ask you that question. 
Mr. Zucxert. I know you didn’t, sir. 
Representative HotirteLp. My question was, Has there been a less- 
cans of morale among the employes of the Atomic Energy Commis- 


sion? I am speaking now about the employees down at the head- 
quarters. 

Chairman Coz. I thought the gentleman’s answer did respond to 
the question. 
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Mr. Zucker. I tried to be responsive without coming out and 
making a categorical statement on morale. I am not a morale judger. 

Representative Houirretp. We will let the statement stand. 

Chairman Core. Let me point out the difference. The question was 
based on morale, and the answer was based on performance, per- 
formance of a duty. You saw no difference in the performance of the 
work being done. 

Mr. Zuckerr. I think the Atomic Energy Commission is extremely 
fortunate to have the devoted service of the people that we have. I 
have sen no relaxation of that devotion to service. 

Representative Hoiirrmetp. Was Mr. Beckerley’s resignation a mat- 
ter of Commission action ? 

Mr. Zucxert. No, sir. I just read a letter from Mr. Beckerley 
which indicates that this resignation was something he had been 
contemplating for a long time. There is no implied criticism—ex- 
press or implied criticism —of anybody in the letter I read. 

Chairman Corr. What is the letter to which you refer ¢ 

Mr. Zuckerr. I perhaps am breaching a confidence. It is a per- 
son letter from Mr. Beckerley. 

Chairman Corr. To you? 

Mr. Zuckert. No, it was circulated to the Commissioners. 

Chairman Cotz. Why do you not read it into the record? 

Mr. Zuckert. You want me to read it into the record ? 

Chairman Core. If that is the letter to which you refer. I have 
handed you a letter dated May 24, addressed to General Nichols. 
Whether that is the letter to which you made reference or not, I do not 
know. I assume it may have been. 

Mr. Zuckert. May I read it, sir, and I will tell you. This is the 
letter. 

Representative Horirretp. I have not seen the letter so I would 
enjoy hearing it, too. Go ahead and read it. 

Chairman Corr. Let me also say I had not seen it either. 

Mr. Zucxert. The letter is signed by James G. Beckerley, Director 
of Classification. It is written on United States Atomic Energy Com- 
mission stationery, dated May 24, 1954, and reads as follows 

Dear MR. NicHoLs: The various items appearing in the newspaper over the 
weekend concerning my leaving the Commission are most unfortunate. Your 
comment some weeks ago that a primary occupation of reporters is to create 
conflicts is certainly borne out in the present instance. 

Obviously, anyone leaving the Commission is going to be a potential stone for 
casting at the Commission. I regret very much that I have been so used. 

I need not point out, for it is a matter of record, that the principal reason for 
my leaving the Commission is my desire to get closer to actual technical work. 
In a few months I will have been in Washington for 5 years, a period which is 
about the limit for technical personnel, unless they wish to make Government 
work a career. 

Since there has been a flurry over my plans, it is apparent that I will have to 
make a definite commitment for the future and do so soon. I am now intensify- 
ing the effort so that by June 5 I will have made a definite choice as to my 
future. At that time, or earlier, I will inform you of the date when I will wish 
to resign. 

Please convey my regrets to the Commission, particularly to the Chairman for 


the present situation. 
Very truly yours— 


and it is indicated that it is signed “Jim Beckerley.” 
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Representative Van Zanpr. Will Mr. Zuckert read that paragraph 
again where he said, “I have been so used.” I would like to hear that 
again, just that paragraph. 

Mr. Zuckert. Could I show the membey the letter and let him see 
it, because I am not clear as to which paragraph. 

Chairman Coie. Go ahead and do anything you want. I do not 
know what you are talking about. My attention was diverted to some- 
thing else. 

Mr. Zucxert. Then I will, sir. 

Representative Van Zanpr. What I had reference to was this para- 
graph: 

Obviously, anyone leaving the Commission is going to be a potential stone for 
casting at the Commission. I regret very much that I have been so used. 

Representative Hotrietp. I am glad to have that in the record 
because there has been a great deal of confusion and rumors about 
that particular thing. 

Mr. Chairman, that is all the questions I have to ask Mr. Zuckert. 
Thank you very much, Mr. Zuckert. 

Chairman Corte. Mr. Price. 

Representative Price. Mr. Chairman, Mr. Zuckert, like my col- 
leagues, I regret to see you leave the Commission. You have been a 

valuable member of it for several years now, and served with dignity 
and great integrity, through the great expansion program of the 
Commission. You saw it enter the hy drogenera. You not only served 
with distinction and honor on the Commission, but you had a very 
distinguished record in other branches of the Government, particu- 
larly as Assistant Secretary of Air, where I had the first opportunity 
of becoming acquainted with you and to work with you on many prob- 
lems. I found that association very enjoyable, and certainly regret 
to see you leave Government service. I think every member of this 
committee wishes you well in whatever your private undertaking will 
be after you leave at the end of this month. 

Mr. Zuckert. I assure you my heartfelt appreciation for those 
words, Mr. Price. 

Representative Price. 1 would like to ask a number of questions in 
connection with the problem that we are facing, as I see it, in section 21 
of the proposed revision of the McMahon Act. Iam one of those who 
happen to be concerned about the change in language as proposed in 
the suggested revision. I certainly do not hold this feeling because of 
any lack of regard for the present Chairman of the Commission. I 
think all of us hold him in very high esteem. Everyone recognizes his 
tremendous ability and his energy and capacity for the fine and capa- 
ble work he has done. 

In writing legislation, we do not think of individuals. We think of 
the position that we are establishing and the Commission that we are 
cctshiiching, and the purpose which the legislative act is intended to 
cover, not alone for today, but perhaps for many years to come. So 
it isan important decision to take. 

There has been some indication that we should probably face this 
matter head on—whether we want a directorship controlling the 
atomic-energy aoe in the future, or whether we want to stay with 
a commission form. The language, as I see it, seems to indicate that 
it is the desire of the committee to stay with the commission form of 
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control of the atomic-energy program. If that is the desire, then we 
should look carefully into any change of language in establishing this 
commission form. 

I would like to ask you a few questions which I think are pertinent 
to that subject. 

Do you personally feel that there is any great advantage in having 
Commission members with various backgrounds? In the commission 
form you are able todo that. You are able to go out and choose men 
in different fields to formulate the program and to make the important 
decisions that must be made. For instance, you could pick a man 
from the field of nuclear physics, and you could pick one from business, 
you can pick a legal mind and a military man, a man who has had 
previous service in the military. 

Do you think there has been any advantage in a makeup of a com- 
mission selected on that basis? 

Mr. Zuckert. The answer to that is unquestionably yes. I think 
the diverse background of the current Commission is an indication of 
the kind of sampling of different types of ability you need. An emi- 
nent scientist like Dr. Smyth, a practical industrialist like Mr. Mur- 

ray, who has a good idea when to take things away from the engineers 
and put them into production, an educator or a man who is experi- 
wrk in education like Mr. Campbell, who is valuable because of our 
dependence upon the educational institutions for our research, and a 
top-grade administrator like Mr. Strauss. 

Representative Price. In your deliberations as a member of the 
Commission on the various problems that you have faced during those 
years, have you had indication that such a selection has been very 
helpful in meeting your problems? 

Mr. Zucker. Yes, in the two and a half years I have been here, I 
think it is essential. As I tried to point out in my statement, Mr. 
Price, it is essential in a business where the road ahead is not clear, as 
the road ahead in this business is not clear. 

Representative Price. Now, on the progress that has been made in 
the field of atomic energy since 1946, and since the time you have 
been on the Commission, do you feel—and you have already com- 
mented on that progress and almost everyone has conceded the great 
achievements of the program since its inception—do you feel that 
the present organizational structure of the Commission was an im- 
portant element in whatever success has been achieved ? 

Mr. Zucxert. Yes, sir; I do. I do not think we would have made 
anywhere near the progress under any of the forms at least that 
occur to me—the standard forms that we can think of. 

Representative Price. You practically answered my next question, 
because I was going to ask you next, do you know of any aspect of 
the Commission’s program which would have been better conceived, 
planned, and administered under any different form of organization ? 

Mr. Zocxert. I don’t know of any; no, sir. 

Representative Price. Do you feel that under the proposed change 
in authority and status of the Chairman, the AEC might tend to 
function in effect as a one-man Commission ? 

Mr. Zuckert. I have tried to choose my words in my statement as 
carefully as one can at 1:30 in the morning. What I have said is 
that I think that it increases the tendency for power to gravitate to- 
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ward the Chairman. I think that this tendency must be resisted if 
you are going to have a five-man Commission with members of equal 
authority. 

Representative Price. Do you believe that there has been recently a 
trend toward greater centralization of authority within the Commis- 
sion ¢ 

Mr. Zucxert. I think I testified in my statement—— 

Representative Price. I think you did. Then the question should 
not be difficult to answer. 

Mr. Zucxert. It should not be difficult to answer except that you 
state it a little differently, and I am trying to be as careful as I can, 
Mr. Price. I think there has been, by reason of the things we have 
talked about, a greater measure—m: aybe I better look at my words— 
that there is an inevitable gravitation toward greater influence in the 
Chairman. I am not trying to imply anything sinister by that. I 
just think that is the way things work. 

Representative Price. Could you foresee or anticipate many more 
basic decisions that would definitely affect the future of the atomic 
energy program that the Commission might meet? I am not asking 
any specific one. Can you see in the future that the Commission is 
going to have to meet more and more basic problems? 

Mr. Zuckert. I think actually, Mr. Price, that more and more 
areas are going to—that the Commission’s own responsibilities are 
going to widen. Take, what is it, section 144 of the new bill—I beg 
pardon. 

Chairman Corr. Pardon me. You do not need to justify your an- 
swer by way of explanation. You have answered, of course the Com- 
mission is going to have greater responsibilities. 

Mr. ZucKkertT. Excuse me. 

Chairman Core. You don’t think it has reached a stage where it 
should become a quasi-administrative agency ? 

Mr. Zucxert. As far as I can see, its quasi-administrative functions 
will still continue to be incidental for some time to come. 

Representative Price. Do you feel that this proposed change in 
authority and status of the Chairman, at least to those who imply 
there is a proposed change by the use of the principal-officer phrase, 
would bring about a fundamental organizational change in the Com- 
mission ? 

Mr. Zuckent. I have testified that I think it could weaken the con- 
cept of a five-man Commission. 

Representative Price. Do you think it is sort of a drastic change, a 
basic change, an important change in the Commission setup? 

Mr. Zucxert. To me, if it resulted in that, yes, sir. 

Representative Pricer. You don’t regard it as just additional lan- 
guage which has no meaning? 

Mr. Zuckert. If it has no meaning, as I think I said in my state- 
ment, I don’t think it should be in there, because this is a delicate 
problem. 

Representative Price. Do you feel it does have any meaning? 

Mr. Zuckerr. I testified, sir, after listening to Chairman Strauss’ 
oer yesterday, and hearing the references to the Hoover Com- 
mission, I didn’t know whether administration was encompassed by 
the principal officer or not. To my mind, it could have meaning, yes. 
If it could have meaning, then I am against it. 
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Representative Price. I think you testified in your statement that 
you don’t see any similarity to this situation in relation to other 
Federal Commissions that do contain in their legislative acts the 
phrase “principal officer.” 

Mr. Zuckxerr. And particularly when you have a General Manager. 
I don’t think the language should be in there. 

Representative Price. You don’t think there is any analogous 
situation in the Government ? 

Mr. Zuckert. I would not go that far. Iam not familiar with any. 

Representative Price. Certainly, the fact that some federal com- 
missions do set aside the chairman as the principal officer, in your 
opinion, is not justification for the use of the phrase in this bill? 

Mr. Zucxert. That is right, sir. 

Representative Price. Do you know of any decisions by the Com- 
mission or developments in the past which may have been different 
if the term “principal officer” had been included in the 1946 act 

Mr. Zucxert. I couldn’t answer that question, Mr. Price. I don’t 
know of any; no. 

Representative Price. Do you believe that the proposed change in 
the status of the chairman would significantly alter the status and 
functions of the general manager of the Commission ¢ 

Mr. Zucxerr. I think it could; yes. 

Representative Price. Have you any ideas in what way ? 

Mr. Zucxerr. If the phrase means anything, if it has anything to 
do with administration, then I think you could easily have the Gen- 
eral Manager reporting to the Chairman to a much greater degree 
than is true now. 

Representative Price. As of now, the General Manager is an em- 
ployee of the Commission; is that correct? 

Mr. Zuckerr. He reports to the Commission. 

Representative Prick. Do you have a feeling, then, if you had the 
phrase “principal officer” in the act referring to the Chairman, that 
the General Manager then would be closer to the chairman or would 
consider himself as an agent of the chairman? 

Mr. Zockerr. Yes, sir. If the phrase means anything, I feel sure 
that this could be true. 

Representative Price. Would this make a great deal of change in 
the operation of the Commission ? 

Mr. Zuckert. Assuming your premise that it did happen now, that 
the General Manager reported more to the Chairman, of course, 
it would. You would have a Chairman and four jurior-grade 
Commissioners. 

Representative Price. Because of the tremendous scope of the Com- 
missions work and responsibility, will the adidtional authority and 
status given to a Chairman be too much of a burden for one man? 
Would he be able to handle the job if he were set apart as the principal 
officer with practically complete control of the General Manager, for 
instance ¢ 

Mr. Zucxert. If the phrase means anything, or provides any addi- 
tional duties, I think it is too much for one man. The burdens of the 
the Chairman have been testified to when you were not here yesterday. 

Representative Price. Do you think if we accepted this language in 
the bill that the Chairman would be able to pledge the Commission 
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to a course of action without concurrence of the five-member Com- 
mission ¢ 

Mr. Zuckert. Without knowing what the phrase means, Mr. Price, 
I couldn’t say. 

Representative Price. You, of course, feel, you have testified, that 
the present organization should be maintained. Do you know of any 
advantage that could accrue from making the change and adopting 
the language of principal officer ? 

Mr. Zuckerr, Fr: ankly, I have heard of none. 

Representative Prick. Can you foresee of any event ? 

Mr. Zucxert. No, sir. 

Representative Price. Has anyone stated any advantage that you 
might be willing to accept? Have they been able to convince you that 
the Chairman as principal officer could work more advantageously 
for the program ? 

Mr. Zuckert. There has been no persuasive statement to me. 

Representative Price. Do you believe that the achievements in the 
atomic energy field since 1946 indicate the soundness of the present 
organization: al structure? 

Mr. Zucnert. Yes, sir, and I have so testified. 

Representative Price. That is all I have, Mr. Chairman. 

Chairman Corr. Mr. Kilday. 

Representative Kirpay. In mentioning your Federal service, it is 
evident that you have had this experience on the Commission under 
the commission type of organization. 

Mr. Zuckert. Yes. 

Representative Kitpay. And you served as Assistant Secretary of 
the Air Force under the other type, the Secretary or sole administra- 
tor. 

Mr. Zucxkert. That is right, sir. 

Representative Kirpay. Of course, this long experience that you 
have had you realize that Congress has set up a number of agencies 
in each type. 

Mr. Zuckert. That is right, sir. 

Representative Kitpay. At one time you were connected with an 
agency that changed from one to the other—Surplus Property. 

“Mr. Zucxerr. Yes, sir, from a board to an administration. 

Representative Kirpay. So you have had all three. We started 
Surplus Property as a board, and then the law was changed and an 
administrator was named to handle the disposition of surplus prop- 
perty. Did we retain the board ? 

Mr. ZuckertT. No, sir. 

Representative Kirpay. There have been a number of other in- 
stances, particularly in the last year or two under the reorganization 
acts, where we have gone from commissions and boards to administra- 
tions. You know that, don’t you, Mr. Zuckert ? 

Mr. Zuckert. I so understand, yes, sir. 

Representative Kitpay. In those instances when we have gone from 
a board or commission to the administrator, we have not retained the 
board. 

Mr. Zuckert. I am not familiar. 

Representative Krmpay. You don’t know of any instance in which 
we have ‘ 
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Mr. Zucxerr. Sir, I am not qualified to testify on what has hap- 
pened under the reorganization acts. 

Representative Kinpay. You do recall quite well because you were 
Assistant Secretary of the Air Force, if I remember correctly, the num- 
ber of fights we had in Congress on changing the organization of the 
Civil Aeronautics Board and the Civil Aeronautics Authority. 

Mr. Zucker. Yes, sir. 

Representative Kinpay. And quite a number of times Congress as- 
serted itself that you would have one or the other. You recall those 
fights, don’t you, Mr. Zuckert ? 

Mr. Zuckert. Yes, sir, in a general way. 

Representative Kinpay. I am concerned about a thing to which you 
referred in your statement as to the limitation of the proposed lan- 
guage as to what it would be considered to be. It is my personal opin- 
ion that.if we should retain the language “principal officer,” that it 
would constitute no expression of additional confidence in the present 
Chairman, and that if we eliminated it, it would constitute no reflection 
upon the present Chairman. As far as I am individually concerned, if 
we could have any assurance as to how long fate or politics might per- 
mit the present Chairman to remain, I might be one of the most enthu- 
siastic supporters of the principal officer provision. I do happen to 
know a number of men in the United States who I would not want to 
see as Chairman of this Commission with anything that would exalt 
him beyond Chairman of a Commission. I am not interested in how 
many times you or anybody else went to the White House. I think the 
President can say anything he pleases any time he pleases anywhere 
he pleases without consulting anybody. I am concerned about the 
statements that have been made here that the inclusion of this lan- 
guage might be meaningless or might be redundant, or that we could 
eliminate the effectiveness of it by something that we might say in a 
report. I grant you if we were organizing a commission which was 
not in existence and used the language “principal officer,” that proper 
statutory construction, administratively or judicially, would probably 
be that you would go to the powers delegated to the commission and 
then determine whether they were of equal status or one excelled the 
other. But that when you take an existing statute and amend it, and 

lace in it language which was not in the existing statute, you have not 
ae a meaningless thing; you are not redundant. If on the face 
of the law it is clear the courts will not go to the report; they will con- 
strue it on the face of the amending law, and the law which was 
amended, and they will inevitably hold that Congress does not do 
meaningless, senseless things; that when Congress changed the exist- 
ing law, that it has set up an administrative type of agency, rather 
than a commission type of agency. 

I, too, am sorry to see you leave,Gene. I have great admiration for 
the work you have done. 

Mr. Zucxert. Thank you. 

Chairman Core. Thank you. I have no questions. But on behalf 
of myself and those members of the committee who are not present, 
since the other members present have expressed their own viewpoint, 
let me, on behalf of myself and the absent ones, express to you our 
very best wishes for good health and godspeed in your future work. 
Thank you very much. 
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The next witness will be Commissioner Campbell. We welcome you 
to the hearing. If my memory serves me correctly, this is the first 
occasion. My memory fails me. I do recall, you did appear before 
this committee last summer, when the committee was having hearings 
on the peacetime uses of atomic energy. So, it is not the first time 
that you have appeared before the committee. At any rate, you are 
welcome as the newest member to the Commission. Perhaps you can 
bring a fresh viewpoint in spite of the fact that your tenure has not 
been as long as the others. 


STATEMENT OF JOSEPH CAMPBELL, MEMBER, ATOMIC ENERGY 
COMMISSION 


Mr. CAmpsetL. Thank you, Mr. Chairman. 

On cate 168 and 169 of the tr: anscript of May 8, 1954, the Com- 
missioners were asked to respond to questions on, I think, 3 or 4 dif- 
ferent topics. One of them was the matter of the principal officer. 
I have a short statement which I would like to read if it would not 
inconvenience you. 

Chairman Cote. Go right ahead. 

Mr. Campse... I fully” appreciate the views and reasoning of my 
colleagues on the Commission with respect to the proposal that there 
be included in section 21 of H. R. 8862 and §. 332 23 the words, “The 
Chairman as principal officer of the Commission.” However, I can- 
not agree that this proposal, in any way, shape, or form, affects my 
position as a Commissioner. I do not. subscribe to the view that these 
words would create in the Commission an office superior to my own. 
I am sure the present chairman understands precisely what I mean. 
I believe we can pay proper respect to one who is designated to be our 
spokesman, our principal officer, without destroying the complete 
equality now existing as between Commissioners. 

The task of the chairman is an extremely exacting one. To be help- 
ful to him in the midst of an enormous routine—and it certainly is 
enormous—and to allow some small recognition of the burden which 
is his, in my mind is little enough to ask. 

Further, and this aspect of the matter has not been previously 
touched upon, I think it is highly desirable that the chairman repre- 
senting us in outside affairs should carry with him all possible author- 
ity compatible with the statutory equal positions of the Commissioners. 

The advantages of his resulting position in negotiations and con- 
ferences of one kind or another seem to me to far outweigh what ap- 
pears to be a superficial disparity in rank. 

My second answer to the question of the committee on May 3 has to 
do with the words “head of the agency.” I have not heard this dis- 
cussed in any of the testimony in the last day or two. I think it should 
be covered in some way, because I think you will agree there might 
be a conflict with other statutes. I will read as follows: 

One problem which has not been resolved in connection with the 
organization of the Atomic Energy Commission is the definition of 
the meaning of the term “head of the agency.” The legislative intent 
is confusing as to the definition, and at the present time in the absence 
of judicial review of some sort, it is impossible to finally conclude 
whether “head of the agency” of the Atomic Energy Commission is 
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the Chairman of the Commission or the entire Commission or a 
quorum of the Commission members present at any particular meeting. 

This point is important since there are statutes such as Public Law 
733, enacted for the protection of the national security of the United 
States, 8ist Congress, and Executive Order No. 10450, entitled, “Se- 
curity Requirements for Government Employment,” issued April 
27, 1953, which happens to be a very serious matter with the Com- 
mission, which order used this term and placed certain authority 
and responsibility upon the head of the agency. 

Accordingly, it seems essential that this term be properly defined 
in the present pending revision of the Atomic Energy Act. 

A third question which I was asked to think about and give my 
view, I believe, had to do with the Acting Chairman. In the event 
that the joint committee desires to propose no change in the present 
organization of the Commission, then I strongly recommend that 
consideration be given to the setting up of a more coherent chain of 
command within the Commission. The present arrangement whereby 
in the absence of the Chairman, the Commissioner senior in point of 
service becomes Acting Chairman, is not in my opinion conducive to 
sound management, and could be the cause of very serious operational 
errors. 

During the past year, time and again the General Manager and 
others of the staff have had diffic ulty in settling upon an Acting Chair- 
man when the Chairman is not immediately available and as other 
Commissioners come and go in their normal activities in and out of 
headquarters. Each Commissioner likewise in attempting to fulfill 
his own responsibilities can easily be misled in thinking that a Com- 
missioner senior in service is on hand to take over, and thus might 
feel free to leave his office on outside Commission business. 

In spite of my own junior position, there have been occasions when 
unintentionally, 1 am sure, [ found myself Acting Chairman on a 
moment’s notice. The only logical way in which to correct this situa- 
tion is to require that there be a Vice Chairman appointed from 
among the Commission by the Chairman on a permanent basis; thus 
the other Commissioners can be assured that the routine affairs of 
the Chairman’s office will go forward properly and promptly in his 
absence except in the very rare instance when both the Chairman and 
Vice Chairman are unavailable in which case a truly Acting Chair- 
man would take over on a seniority basis. 

Of course, this would mean that it would be incumbent upon both 
the Chairman and Vice Chairman to try to arrange matters so that 
one is available at all times. 

I would like to add that this matter of being called upon to act as 
Chairman on a moment’s notice means that it might be that there 
would be no record as to who was Acting Chairman when a critical 
decision was taken. For instance, if you ask me, I couldn’t at this 
time, tell you exactly what days I was Acting Chairman. 

My last comment, which deals with the } prior three subjects, and 
which I must qualify because, as I have told you in executive session, 
I am not an expert in the organization of the Atomic Energy aaa 
mission; I defer to my colleagues, of course, but I would like to sa 
this: 

The 5-man form of organization was set up in 1946, almost 8 years 
ago. At that time our annual operating costs approximated $250 
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million. ‘Today our annual operating costs are approximately $900 
million. Our Commission and contractor staff then totaled 47,000; 
today it numbers over 137,000. The plant investment was about $1.2 
billion on December 31, 1946. On March 31, 1954, it amounted to 
about $514 billion. 

I suggest that perhaps our kind of arrangement may not be the 
best in hght of this enormous expansion and in light of present con- 
ditions. “Perhaps it is. But 1 certainly believe as a result of my 
short time on the Commission that there would be no harm in giving 
this matter careful and critical study as soon as possible. It may 
well be that the Commission should be a 7- or 9-man Commission. 
This approach can be supported by good arugment. 

On the other hand, when the political, economic, social, and tech- 
nical impact of the Commission’s activities are compared with that 
of several executive departments, a very strong case can be made in 
favor of the atomic energy program being not only a separate execu- 
tive department activity, but a very important one. At the moment 
I am inclined toward this view. However, after a few more months 
with the Commission, and after continued consideration, I may well 
change my mind. My term expires next spring, and I certainly hope 
that before my term expires, I shall report back to you and have 
further comment. 

I wish to again express my conviction that it is time to give serious 
consideration to the problem as to whether the present form of 
organization is the most effective for the purpose. 

That is all I have to say. 

Chairman Core. In that connection, Mr. Campbell, I recall that 
you wrote a letter to the committee some 2 or 3 weeks back on this 
subject. My question is whether you have any objection or whether 
you desire to have that letter placed in the record. 

Mr. Campsett. Mr. Chairman, I would be delighted to do what- 
ever the committee wishes. That request was made in executive ses- 

sion, as I recall, and my reply was a reply in writing as against the 
oral answers given by the other Commissioners. 

Chairman Coxe. My only reason for speaking of it is to provide 
you an opportunity of placing it in the public record if you desire. 
If you do not care to do so, it is quite all right. I do not insist on it. 

Mr. Camesett. It is entirely up to the committee. 

Chairman Cotz. Are there questions of Mr. Campbell? 

Senator Anderson / 

Senator Anperson. No, I think not. I think I understand yout 
point of view very clearly, and I think it is a very good statement. 
You are not at all disturbed by the language that is in the act. 

Mr. Campsety. Not in the slightest. 

Senator Anperson. And probably it is because you interpret that 
language in accordance to what you know to be sound administrative 
policy. You don’t regard the Chairman, if he is the principal officer, 
as being a sort of dictator who will parcel out the work as he sees fit, 
and allow nobody else to have a word ? 

Mr. Campseny. I have no question about it at all. 
Senator Anperson. I do not think I have any questions. 
Chairman Coie. Mr. Durham. 
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Representative Durnam. Mr. Chairman, Mr. Campbell, I believe 
your background and experience was in university work before you 
came to the Commission, is that right, as comptroller of Columbia 
University ? 

Mr. Camrsett. No, Mr. Durham. I have been in business all my 
life. Prior to being at the university, I was a certified public account- 
ant and in tax work. 

Representative Durnam. That is what I thought. 

Mr. Campseti. Then I went into university work in the forties. As 
a matter of fact, I have been directly or indirectly in this program 
long before I think any of the Commissioners except perhaps Dr. 
Smyth. My first tie-in to the atomic energy program was back in 
1941. My work at Columbia University has to do entirely with 
finances and investments. I am not an educator as was suggested. 
I am treasurer of Columbia University, and have the supervision of 
endowment as well as the real-estate holdings which run in amount 
close to $150 million. I am presently on leave from that job. 

Representative Durnam. The reason I asked the question is that 
you said in your statement you somewhat doubted your ability to 
pass on the type of Commission that should be set up, as I understood 
your st itement. 

Mr. Camppett. Yes, sir. 

Representative Durnam. I feel with that background and that 
experience, and coming in contact, especially an accountant’s work, 
W wae organizations which operate at different levels and different de- 

rees of authority, I should think your background and experience 
give you a lot of information that would be valuable in a situation 
like this. That is my own personal opinion, being a businessman 
myself. 

Mr. Camrsett. I hope so, Mr. Durham. I would say that this is 
a very complicated program and the men on the Commission now 
have had long experience and are all very experienced individuals, 
and I would hesitate on a matter of 9 or 10 months association to 

override or, rather, attempt to say that they didn’t know more about 
it than Ido. Perhaps in another year it might be a different story. 

Representative Durnam. With your experience, and the main prob- 
lem and main concern of the committee and those of us who are con- 
cerned about it is whether or not we might find ourselves in the posi- 

tion of having a minority report, or a minority member suppressed. 
Under the present langauge, which of course you say you see no objec- 
tion to, as I understand, could you visualize the administrator becom- 
ing so powerful that a minority member’s report could be suppressed ? 

Our operation here has been that each member of the Commission 
has been pretty free to express himself to this committee. That is the 

only way we can operate. I think it has been successful myself— 
highly successful. We may have our little troubles now and then, but 
after all. we have usually ironed them out and found ourselves on the 
path and making further progress all the time. 

Getting back to the main body of the question, could you visualize 
under the present language and under the authority of administrator, 
a member being suppressed from making his views known to this 
committee, of course, under the law and under the operation we neces- 
sarily have to have? 
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Mr. Campsetit. Mr. Durham, what I am about to say I am sure 
has occurred to you many times. No matter what you call the Chair- 
man, if the men around him are, shall we say, weak kneed or not ca”a- 
ble, he will run the show. So in choosing the men who go into the 
Commission, who will stand up for what they feel is right, I think 
that is the real problem. I don’t think that this wording has any 
significance. 

‘Representative Duruam. I am thinking primarily of one occasion 
in this great operation, if it had not been for a minority point of view, 
in my opinion the complexion of world conditions today would have 
been entirely different. I say that honestly and the man sits in this 
room today that rendered that opinion. 

The question of course revolves around him again. At that time of 
the period in history—I think it was historic and I think it will prob- 
ably go into history as one of the most momentous decisions rendered 
by any individual here on Capitol Hill. That is the concern I have. 
Operating with big organizations and operating within and without 
as a man who is in a position to view the operations of ordinary 
private enterprise, which this is similar to, it worries me as to whether 
or not we might get ourselves in a position of suppressing a minority 
point of view. 

Mr. Camesett. Mr. Durham, you heard my 4 colleagues all testify 
that the 5-man Commission was a fine thing. You have just heard 
me testify that I am not sure. I think that is a minority view. 

Representative Durnam. Observing around here over a period of 
many years, you know, Government operates sometimes at a level 
a little bit bureaucratic. We have heard that word around here from 
all points of view. That is the word that we have here. If we continue 
to operate as a committee like we have operated, there is no other 
way that we can be successful except for the full expression of every 
Commissioner, I don’t care whether it is 5, 7, or 10—that doesn’t worry 
me so much—it is having each one on his own and a man capable of 
expressing his point of view and fully to this committee, without hesi- 
tancy of somebody chopping his head off down there, and telling him 
you are going to get out of this job tomorrow. I just don’t want that 
to exist in this agency. 

It does exist in Government agencies, and we all know it to be a 
fact. It has not been political, I don’t believe. I don’t know the poli- 
tics of a single member of this Commission, not a one, and I have been 
on this committee since 1946. I don’t care to know. All I want is qual- 
ified capable men to run this organization as successfully as it has 
been run before. 

I am sorry to have to go through this little fracas here today. 
Thank you very much, Mr. Chairman. 

Chairman Core. Mr. Van Zandt. 

Representative Van Zanpr. Mr. Campbell, I was very much inter- 
ested in the figures you used a moment ago. Would you restate them 
again; the cost of operating the Commission some years ago and the 
cost of operating the Commission recently. 

Mr. Campse.t. I have given very round figures. 

Representative Van Zanvr. Yes; I understood them to be round 
figures. 

Mr. Campse... Just to make it clear, the Manhattan District turned 
the operation and plants over to the Commission, as you will recall, 
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I think as of January 1, 1947. In that fiscal year, ending June 30, 
1947, the figure I have is $250 million approximately for operating 
costs. 

Representative Van Zanpv. Is that for the Commission alone or is it 
for the AEC and its operations ! 

Mr. Campseti. The AEC operation—all operations. That is 
weapons, research, and so forth. 

Representative VAN Zanpt. You also gave us another figure 4 years 
later. 

Mr. Campse.u. I gave you a figure that is the current going fiscal 
expenditure at the rate of about $900 million a year. 

Representative Van Zanpr. Then you gave another figure that con- 
cerned plant operation, did you not? 

Mr. Camppet. I said that the plant investment at the time the 
Manhattan District was turned over to the Commission, as of De- 
cember 31, 1946, the investment by the Government in what was 
called plant was $1.2 billion. 

Representative Van Zanvr. What is that figure today ? 

Mr. Campsett. At March 31, 1954, the money which has been spent 
on plant and allocated as such—I am not sure this is a depreciated 
figure, by the way—they are comparable—in other words, $1.2 billion 
at December 31, 1946, and about = 5 billion at March 31, 1954. 

Representative Van Zanpr. Mr. Campbell, by quoting those figures, 
did you have in mind probably that this type of Commission is an 
expensive one ? 

Mr. Campse.t. No, sir; not by any manner of means. May I con- 
tinue my answer? 

Representative VAN Zanpr. Yes. 

Mr. Campseiyt. My point in showing those figures or mentioning 
those figures was that the wisdom and effort that went into producing 
the 1946 act may not have considered that one day you would have 
3 or 4 times as many employ ees, and 34% times the annual expenditure. 

Representative Van Zanpr. Is it your opinion from an administra- 
tive point that the Commission can be operated with a smaller sum of 
money ¢ 

Mr. Campsety. The present Commission operation of a five-man 
Commission, I think, has operated efficiently. In other words, I think 
that if you have a five-man Commission, the Commissioners must have 
help, they must have staff, information, and all the other things. I 
don’t think there is any question that you can save any appreciable 
sum of money. 

Representative Van Zanpr. Mr. Campbell, have you at any time 
tried to compare the table of organization of the AEC with that of 
private industry ? 

Mr. Camrpsety. I have never attempted to compare, but I do know 
pretty much what the normal industrial organization setup looks like. 
Of course, there could not be any comparison because we are working— 
well, we are a 5-man organization, and at the moment the General 
Manager now reports to all 5 of us. That is a very difficult job for 
any 1 man to handle, and I feel I would rather be his helper than 
to be in the position of having him loaded down with a terrific job 
and still have to take care of 5 people. 

Representative Van Zanpr. You adhere to your position that the 
present Commission is operating efficiently ? 
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Mr. CampseE... I think it is in excellent hands. 

Representative Van Zanpr. Thank you. 

Chairman Core. Mr. Holifield. 

Representative Honirmip. Mr. Campbell, you have been with the 
Commission how many months? 

| Mr. Campseiy. About 10 months now. 

Representative Hotirretp. I could not quite follow the logic of your 
reasoning on some of the figures that you gave in relation to the Com- 

mission type of government, but I believe in response to Mr. Durham’s 
question you sald that you ‘were presenting a minority position here 
today, and by that I underst: and you to mean that you are not com- 
pletely sold on the Commission type of management ? 

Mr. Campsei. I am not. 

Representative Hotirm tp. Do you mean by that that you would 
possibly think a one-man administration might be better or a smaller 
Commision or a larger Commission ? 

Mr. Campveui. Mr. Holifield, as I have said here, I don’t know. 
It may be I might finally say that there might be a large board of 
part-time individuals, perhaps, with a single administrator, or it 

might be that this present setup is very good. 

Representative Fieceraak Then you are in a position where you 
might say that you are exploring the matter in your own mind, and 
you are really not adamant on any specific position ? 

Mr. Campsetu. That is correct. 
| Representative Hotirme.tp. Has your experience with the Commis- 
| sion indicated to you that the Commission type of management might 
be inefficient ? 

IF Mr. Campse.ti. Yes. It well may be that it could be done differently 

i and more efficiently under a different type of organization. 

" Representative Horirmip. Are one of these reasons because you 
believe that the statutory duties of the Commissioners are not clearly 
defined ¢ 

: Mr. Campse.t. I personally have never thought that there was a 
problem there. I see my position very clearly. 

Representative Houtrteip. Do you ‘feel that your position as a Com- 

I missioner is clearly defined ? 

Mr. Campsett. I feel that mine is. 

Representative Hotirrerp. That your duties and responsibilities 

| are? 

Mr. Camese.L. Yes; quite. 

Representative Horirietp. You don’t think that there is any con- 

fusion in working areas at the present time, then / 

Mr. Campset.. I have a very real concern about the general man- 
ager’s job. The general manager in this operation is a very important 
person. 

Representative Hotirietp. Are you offering that as a part of the 
answer to the lack of definition of Commissioner duties ? 

Mr. Campsetu, No; I was answering your question. 

Representative Hotirretp. Excuse me. Go ahead. 

Mr. Campsett. I thought you meant did I see any confusion 
Representative Hoxtrime.p. In the working areas of the Commis- 
sioners. I did not refer to the general manager. 

Mr. Campse.u. I see. I thought you meant the Commission as a 
whole. 
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Representative Hotirrevp. For instance, I happen to know that Mr. 
Murray has been very active over the last 2 or 3 years in going around 
and setting up these study groups among the industrialists and scien- 
ists and so forth. I assume that there might be some type of specific 
specialized duties that Dr. Smyth as a physicist has been called upon 
to devote his attention to. In other words, has there or has there not 
been a rigid compartmentalization of interest and work for the Com- 
missioners, either chosen by their own desire or by general agreement 
or by allocation, or have the Commissioners functioned just generally ? 

Mr. Camppetyt. My impression is that the Commissioners have func- 
tioned quite generally. I think that where a Commissioner has had a 
special interest due to his background before he came to the Commis- 
sion, such as in the case of Dr. Smyth, naturally he would be probably 
much more interested in our Research Division than he might be in 
the disposal of real estate down in Tennessee or something like that. 

Representative Horirmrp. Yes; I can see that. Would you say 
that when you came on the Commission you were asked to take a special 
consideration for the accounting or the fiscal position of the Commis- 
sion because of your background ? 

Mr. Camrse.u. No, sir; there was no such implication. 

Representative Hoxirretp. You were just told to familiarize your- 
self with Commission’s work and you acted generally as a Commis- 
sioner. I am exploring to find out how the Commission actually works 
from a practical standpoint. 

Mr. CAmpBe.LL. As a matter of fact, we don’t tell each other much 
that way. We don’t give orders. 

Representative Hoxirietp. I don’t mean that. 

Mr. Campseti. I was not told anything. I merely came to the 
Commission, I knew pretty much the Commission’s history. I merely 
went about finding all about the Commission as I would as a result 
of my experience in the past. I think that is the best answer to that. 

Representative HouirieLp. In your opinion have there been unnec- 
essary staff studies asked for by the different Commissioners ? 

Mr. Camppsetu. Yes; I think there have been. 

Representative Horirme tp. Have you asked for any staff studies? 

Mr. Campse.i. I don’t think I have. I may have, but I am not sure, 
Mr. Holifield. 

Representative Hoxirm.p. If you did think that a staff study was 
necessary in the fiscal field, I presume you would ask for it? 

Mr. CampPsBeE.L. I certainly would. 

Representative HortrrecD. You do not mean then by making the 
statement that you think unnecessary staff studies have been requested 
that you are sitting in judgment upon your fellow Commissioners in 
what they think is necessary to run the Commission properly, do you? 

Mr. CAMPBELL. No, sir. 

Representative Hotirretp. And if they thought it was necessary to 
have a staff study on a particular ee in which they were interested, 
you would of course not deny them that? 

Mr. CaMpseE.L. I should say not. 

Representative HoririeLp. So your judgment that unnecessary 
studies have been ordered may not be with full knowledge of the pecu- 
liar situations which caused each Commissioner to order those studies ¢ 
Mr. Campsett. I would say that under our present form of organi- 
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zation, the Commissioners have to have staff studies. It happens that 
I don’t recall having any made, but I may have. 

Represenative Hourrrep. If you had a 1-man administrator would 
it not be necessary for a l-man administrator to also require staff 
studies and analysis of the different problems ¢ 

Mr. CAMPBELL. I am not sure about that. I don’t know. 

Representative Hoxirme.p. You think he could operate this $2 bil- 
lion operation annually, or a billion nine hundred million, whatever 
the figure you gave us, without any staff studies from division mana- 
gers or from the General Man: ager, of problems which he would face? 

Mr. Campsex. I think that in the ordinar y industrial activity, you 
don’t have the staff study problem in the ordinary sense. You have an 
administrator, a man whe is running the show, and he is pretty well 
familiar with day-to-day matters. ‘Our problem is, of course, that 
we as as five Commissioners cannot possibly, working from our jobs, 
be in touch with the entire operation, and yet our decisions have to be 
made without any detailed knowledge. Mr. Nichols, our General 
Manager, might be able and probably would be able to make a deci- 
sion on the spot on a problem. Time and again I have seen where it 
is necessary for the Commission to say, “We are very sorry but 
we can’t pass on that until we have a staff paper come up to us.” 
Although the General Manager was ready to make the decision he 
had to have Commission approval. 

Representative Hotirietp. You don’t mean by that that you would 
just have the General Manager in charge of this giant operation with- 
out any supervision from an advi isory commission, .do you ¢ 

Mr. Campsety. I have not come to any conclusion on that, Mr. 
Holifield. 

Representative Hoxrirrerp. I am only asking you that because of 
your statement that the General Manager could make the decisions 
apparently quicker than the Commission. 

Mr. Camppe.tL. My answer was in reference to your question as to 
why there must be staff papers and not whether or not there should 
be a one-man operation. 

Representative Horirretp. In your mind, do you believe that there 
should be a line of command direct from the Chairman to the General 
Manager, and out to the 11 division managers? 

Mr. Camrse.. Sir, I would like to say that there should be such 
a chain of command, but I am frank to say that I have not thought 
through the details of how it could be worked, because I realize that 
there would be complications. I can see in this tremendous operation 
the difficulty of making decisions promptly. It is really a serious 
one. Putting myself in ‘the place of the General Manager, I certainly 
would like to go to one man and check with him as to whether this 
should be done, and that should be done, and do the job promptly. 

But, of course, I can’t go so far as to say that I have thought through 
just what would happen if the General M: anager reported to the Chair- 
man wholly without reference to the other Commissioners. 

Representative Howtrieip. Do you not believe that the Congress set 
up the commission type of management and this unique position of 
General Manager because of the fact that it was a large operation, and 
because they did want to bring to those decisions a varied viewpoint ? 
Mr. Campsett. I am sure of it. 
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Representative Hourrievp. I read yesterday the report from the 81st 
Congress on the investigation of the United States Atomic Energy 
Commission, from page $1, at which it stated that : 

The serious character of the indictment might raise a supposition that able 
men having access to all the facts are divided on basic policy and that the five 
Atomic Energy Commissioners themselves frequently disagree. The evidence 
shows, however, that in more than 500 formal Commission decisions, a dissenting 
vote was cast 12 times. In each of these dozen ballots the minority consisted 
of one Commissioner who was throughout the same individual, Mr. Strauss. 
The framers of the McMahon Act deliberately established a five-man directorate, 
rather than a single administrator, to control our atomic enterprise for the very 
purpose of assuring that diverse viewpoints would be brought to bear upon issues 
so far-reaching as those here involved. The possibility of split votes was not 
only anticipated but regarded as wholesome. The fact that one Commissioner 
has demonstrated the courage and independence to dissent upon occasion lends 
validity to decisions in which he concurred. 

So this was not done idly or arbitrarily; this was done by Congress 
after considering this subject thoroughly. 

Mr. Campset.. I appreciate that. 

Re ‘present: itive Honirtmeip. Are you in any doubt at all as to whether 
the Commission is a policymaking group ? 

Mr. Campse.i. In my experience since last July, I have been try- 
ing to find out what policies I had made or I had participated in mak- 
ing. That is the best test for me. I can’t recall since July 27 where 
I have participated in what is to my mind policy. I don’t say that the 
Commission has not been asked to advise on the outside in the mak- 
ing of policy. 

Representative Hortrrmip. Let me ask you a question. Have there 
been any large installation started since you have been on the Com- 
sag ne 4 

Mr. Campsety. I am not sure. 

Re eaten ntative Horirretp. Have there been any contracts signed 
between competing firms for specific work for the Commission ? 

Mr. Campse i. A great many, I am sure. 

Representative Ho.irrerp. Was that done as a result of Commission 
acting or approval ¢ 

Mr. CamMpsett. Perhaps in some instances it has been; yes. 

Representative Horirterp. Let us assume that in some instances 
there was a consideration of a construction project or a contract for 
services, and that the matter was to be decided by the Commission be- 
tween competing applicants for that partic ular contract; would that 
in your mind constitute a policy decision / 

Mr. Campsett. It would not, no, sir. 

Representative Hotirretp. It would not? 

Mr. CamMpsety. That is precisely what I am concerned about. My 
idea of policy— ' 

Representative Horirm.», What would you designate that type of 
decision to be? 

Mr. CAMPBELL. I have one decision in mind at the moment where 
the General Manager was prepared to move, but decided to bring the 
m: nation to the Commission. My feeling was at the time that the ¢ only 

ason that Nichols brought that to the Commission was because he 
was a little bit concerned th: at 1 Commissioner or 2 or more might dis- 
approve of his choice. I don’t call that policy. 
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Representative Hortrtevp. So he did bring it to the Commission, 
and if the Commission acted upon this matter that he brought to them, 
would they be adopting a policy? 

Mr. CAMPBELL. No, sir. 

Represe ntative Honirrecp. They would not? 

Mr. Camrpseti. They would merely be making a decision. 

Representative Horirreip. In the choice between the Westinghouse 
people and the other eight applicants to build the Westinghouse power 
reactor, was that done by the General Manager or by the Commission ¢ 

Mr. Campseti. By the Commission. 

Representative Horirrenp. Was there any element of policy in- 
volved in that? 

Mr. Campse... I don’t think so. 

Representative Honirtetp. What was involved in making that de- 
cision between the nine applicants ? 

Mr. Campseti. An awful lot of money. I think that kind of de- 
cision, if I were General Manager, I certainly would bring to the 
Commission. 

Representative Horrrrevp. I agree it was a lot of money, sir. Let us 
set the money aside, because it is only your money insofar as you con- 
tributed in taxes. 

Mr. Campsetu. That is right. 

Representative Hoirrecp. And it is the taxpayers’ money in the 
aggregate, I would say. Your opinion is that no act of policy was 
involved in choosing between the nine applicants. 

Mr. Camprety. No, I don’t think so. 

Representative Ho.irietp. Do you believe that the General Man- 
ager’s function is completely administrative / 

Mr. Campse.w. I had not thought one way or the other about that. 
I would say “yes,” completely administrative. 

Representative Honirrmetp. You would not say that it was also 
executive / 

Mr. Campsetu. I really don’t know. 

Representative Hoxirtetp. The act does contain those two words; 
it says that the General Manager shall be the administrative and exec- 
utive officer acting on behalf of the Commission. 

Mr. Campsetu. I don’t feel very strongly about that, Mr. Holifield. 
I am not sure if I know the difference between the two words. 

Chairman Core. That is why one was left out, because there is no 
difference. 

Mr. Campesety. There is not a difference? 

Chairman Coreg. I say that is why one of the two words was left 
out of the pending bill, because in the opinion of the committee when 
we went over this section, we saw no difference between the admin- 
istrative responsibility of the General and his executive responsibility. 

Representative Hotirtetp. And you believe, then, that the function 
of the General Manager is completely administrative and that he 
makes no policy ? 

Chairman Corte. He may, as between the General Manager’s office 
and the field offices, and as between himself and his individual staff 
members, make his own policy, but he certainly does not set Commis- 
sion policy, to my knowledge. 
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Representative Van Zanpr. Will the gentleman from California 
yield ¢ 

Representative Hotirteip. Just a moment. I want to clear up one 
point. We have changed this copy of the act so often, sir, that quite 
frequently I have made mistakes in re »ferring to a print ’which was not 
up to date. 

Chairman Corte. Do not say we have changed it so often. There 
has been only one change, but in that one change there were adjust- 
ments in several places. 

Representative Houirretp. Mr. Chairman, I think I have several 
galley copies and I believe all of them are different. If I am in error, 
of course, I will state so for the record. The present draft of the 
committee’s print says: 

There is hereby established within the Commission a General Manager who 
shall discharge such of the administrative and executive functions of the Com- 
mission as the Commission may direct. 

Mr. Camppet. Yes, sir. 

Representative Hotirmip. Now, when he discharges an executive 
function, I assume that he is executing an order from the Commission 
in regard to certain duties or certain operational matters, possibly 
constructing a plant, or accelerating the production of special nuclear 
material of one kind or another, and therefore he is an executive officer 
because he is carrying out the policy which has been set by the Com- 
mission in that particular instance. 

If you object to the word “policy” I suggest that you furnish me 
a synonym. 

Mr. Camppe.t. I am very sorry. I have heard the term “executive 
officer” in the United States Navy, for example, or executive officer of 
a department at the university, but it might just as well have been 
administrative officer. I may be wrong. 

Representative Horrerp. Do you believe that the General Man- 
ager’s job of supervision of the 11 divisions of effort is one of super- 
vising operation, or do you believe that he is setting administrative 
policy in his supervision of those agencies? When I say setting ad- 
ministrative policy, I mean originating it himself and formulating it. 

Mr. CamMpseti. As between his own office and the divisions? 

Representative Horirietp. Yes, sir; or do you believe he is carrying 
out an administrative policy which has been agreed upon by a ma- 
jority of the Commission ? 

Mr. CampseL. I am not sure about that. I can’t answer that ques- 
tion offhand. 

Representative Horirretp. Do you believe that it is possible through 
reports from the division managers—the 11 division managers—to the 
General Manager to keep the General Manager informed as to the 
progress in the different divisions and the projects, and their rate 
of function and so forth? 

Mr. CamesetL. Do I believe—I did not get the question. 

Representative on p. Do you believe that the 11 division man- 
agers can keep the General Manager adequately informed of the 
status of their duties and responsibilities and accomplishments ? 


Mr. Camrsetu. Yes, I think they can keep him informed as far as 
I know. 
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Representative Hoxirrecp. Do you believe that the General Mana- 
ger in turn can either in person at the meetings of the Commission or 
by memorandum also furnish to the Commission or transfer that in- 
formation to the Commission, not in minute detail ? 

Mr. CaMrseLL. In summary form it is now done that way. 

Representative Hotirmip. What do you think of the managerial 
expense of the Commission in relation to the managerial expense of 
private corporations of like scope of duty and activity? Do you think 
it is an expensive form of management in comparison with, let us say, 
General Motors or Standard Oil or General Electric! 

Mr. Campse... I think it is an expensive form of management. 

Representative Horirretp. You think it is more expensive than their 
form of management ? 

Mr. Camppe.yi. Oh, yes. 

Representative Houtrierp. You do. Approximately what amount 
do you attribute the expense to? I am speaking now of the mana- 
gerial expense of the Commission itself. 

Mr. CampseL. I think it is very difficult to describe exactly. I 
would say that the entire Commission expense as against a one-man 
operation is completely superfluous. 

Representative Hoirrevp. I did not understand that statement. 

Mr. Camrpse.u. I say that I think a five-man Commission form of 
organization wit hall the expenses that that five-man group requires 
for its service is completely beyond anything the ordinary industrial 
organiation would have except probably for fees for a board of direc- 
tors, which is a very small item. 

Representative Houirietp. You are speaking of corporations of like 
size and activities / 

Mr. Campsety. Yes. 

Representative Hotirreip. Does a figure occur to you somewhere 
in the nature of $216,000 or $234,535 whic *h was budgeted for the office 
of the Commissioners alone for fiscal 1955 ? 

Mr. Campsetl. Yes, that is about the figure, as I recall. 

Representative ee Of course, we realize that there are other 
expenses of management. I don’t know whether the general man- 
ager’s salary is in that or not. 

Mr. Campsetu. No, the general manager’s office is completely sepa- 
rate. 

Representative Ho.irmetp. Would you say that would be a dispro- 
portionate cost for operating a project with the capital investment 
that the atomic energy projects have, and the activities and contractual 
responsibilities and the $900 million a year operational expense? 
Would you say that $214,000-——— 

Mr. Campsety. No, I think I have just testified a while ago, Mr. 
Holifield, that I do not think the Commission’s offices are expensively 
operated. I think that so long as you have a five-man Commission 
organization that you are bound to have an expensive—— 

Thoresentetive Houirretp. I am not casting a reflection on the ex- 
pense. I think it is very economical as, a matter of fact. 

Mr. Campsett. That is right; oh, yes. 

Representative Horirrecp. That is the point I want to bring out. 
As far as I can see, the management expense of this Commission—and 
I think every one of them are underpaid, I think that men in con- 
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mensurate jobs of management in private industry would be getting 
$75,000 to maybe $100,000 a year for commensurate types of activity. 
I am not certainly complaining about the expense. 1 am asking you 
if you think it is expensive. 

Mr. Campsext. I think I have answered that question. 

Representative Horrrretp. I understood that you did feel it was 
expensive. 

Mr. Campse.t. I do feel that the form of organization is expensive. 

Representative Horio. Have you been fairly busy with your 
duties since you came on the Commission? Have you put in a lot of 
hours? 

Mr. Camppety. Yes. 

Representative Horirrmetp. You have managed, I imagine, to put in 
some pretty long-hour days like the rest of us. 

Mr. Camppett. I have been busy. 

Representative Hoxirrevp. I assume the other Commissioners have 
done likewise. 

Mr. Campse.u. Yes, sir, I think they have. 

Representative Horirrerp. What did you say? 

Mr. Campsety. I assume they have. 

Representative Hortrretp. You assume that they were busy on 
worthwhile duties and responsibilities during the time that they 
worked. 

Mr. Camrsety. I am sure of that. 

Representative Horirrmetp. And if one man was put into the posi- 
tion of having to do all that work, it would quintuple his duties and 
responsibilities, would it not? 

Mr. Campsety. That doesn’t follow, because we are pretty much all 
doing the same thing, you know. Each Commissioner has the same 
responsibility, so we have to each be sure that we are properly in- 
formed and properly advised on every decision that is made. So it is 
a complete duplication—that is not a very good word to use in this 
kind of discussion—but there is no doubt about it, you have 5 men 
who absolutely must all have the same information as against 1 man. 

Representative Howtrreip. Then you feel there is no particular 
value, as I understand it, for the 5 men having these duties and bring- 
ing to bear their background of experience and so forth into the dis- 
cussion of these things—these decisions? 

Mr. Campsett. Mr. Holifield, I am sorry but I have not said that. 

Representative Honirierp. You have not made up your mind on 
that point ? 

Mr. Campse.i. That is correct. 

Representative Hortrretp. Would you like to see the statutory re- 
sponsibilities of the Commissioners defined more clearly if we are 
going to have a commission form of management ? 

Mr. Camrseutn. No, I don’t think there is any question in my mind. 

Representative Hourrre.p. You would prefer leaving it like it was in 
the McMahon Act? 

Mr. Campsetu. Yes, I don’t think it would make any difference. 

Representative Hotirretp. Do you believe that there has been any 
hazard of security as a result of having 5 men on the Commission, 
instead of a 1-man management? 

Mr. Campse.u. I don’t think I am qualified to answer that. 
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Representative Hotirie.p. What we ordinarily call leaks of infor- 
mation to the press? 

Mr. Campse.u. I would answer that as nicely asIcan. I think that 
when 5 men or 4 men or 3 men know something, the chances are that 
it might get out to the public more easily than if only 1 man knew, 
assuming that they were all of equally good judgment and equal 
character and so on. 

Representative Hoxitrretp. Then you would adopt the philosophy, 
I believe, that was expressed | yesterday of possibly keeping some of the 
material from 1 of the Commissioners or from 3 of the Commissioners 
or 4 of the Commissioners in order to make the security hazard less? 

Mr. CAmpBELL. I completely misunderstood your question and what 
you were trying to get at, . am sorry to say. I have never had any 
such feeling about security being safer among 3 men or 2 men as 
against the entire 5. You asked me a question, hypothetically. 1 
would say, that if 5 men know something, it is more apt to get out ‘than 
if 4 men know it. 

Representative Hortrre_p. But as far as the five we have on the 
Commission now, you would have no fear along that line. You feel 
they would all use discretion and circumspection in releasing informa- 
tion, would you not ? 

Mr. Campseti. Of course, I have to say yes. 

Representative Hotrrietp. Do you believe it was important at the 
time the hydrogen bomb project was being considered that we should 
have a minority report brought to this committee by one Commis 
sioner ? 

Mr. Campseti. That was a little bit before my time. 

Representative Houirrevp. I am asking you the question, sir. I 

2alize you were not here, because that was back in 1949. Do you 
think it was important to the Nation and to this committee that a 
one-man minority position should be formed and made known to this 
committee, regarding the crash program of the hydrogen project ¢ 

Mr. Campse.i. Yes, it appears that it was very important. 

Representative Hortrretp. And if we had not had a commission 
form of government, and we had had a one-man administrator, and 
7 had made the decision not to go into it on a crash program, you 

ealize that the President of the United States and this committee 
might well not have been informed of the other side of the question, 
and certainly not informed as well as we were informed. 

Mr. Camppett. That seems quite possible. It would have been 
possible. 

Representative Hoxtrrecp. Does not that one incident justify in 
your mind the maintenance of a commission when we are dealing 
with problems which affect the safety of our Nation and the free 
world? Does not that 1 incident have great weight upon your mind 
in making a decision between a 1-man administration and a 5-man 
administration ? 

Mr. Campsetu. That probably is the greatest weight in my judg- 
ment. That would be the most important. 

Representative Hotirrecp. I think you will agree with me that that 
1 decision possibly justified the additional expense of the other 4 mem- 
bers of the Commission for all time to come ? 

Mr. Campseu. I would not like to answer that question. 
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Representative Horirrerp. All right. You feel that the commis- 
sion form of management interferes with a direct chain of command, 
that is, from the directing source to the operational source ? 

Mr. Campsety. I do. 

Representative Horirrexp. I think your statements, sir—and I cer- 
tainly recognize your right to them—on your lack of comprehension 
or belief, I will put it that way, in the policymaking functions of 
the Commission in the field of specific policy carrying out the general 
policy outlined in the Atomic Energy Act is a matter which is quite 
serious in the concept of the organizational function. If that state- 
ment had been made by a Commissioner who had been on the Com- 
mission a long time, I might seriously question his qualifications. I cer- 
tainly do not in this instance, because I realize how big this opera- 
tion is, and I realize you have only been on the Commission a short 
length of time. I would only say to you that I think that would 
require some study on your part, maybe, and as you say, you have 
no firm convictions on it, you might probably come to a different con- 
clusion later. I say that in all kindness, sir. 

Mr. Campsete. Thank you very much. 

Representative Horrrreip. Not in any kind of a sarcastic way. 

Mr. Campsett. Thank you. May I answer? 

Representative Horirretp. Yes, sir. 

Mr. Campsetn. I spend my working day at the Atomic Energy 
Commission, so I try to speak on the basis of what I do there all day. 
T may be wrong. 

Representative Horirterp. It is valuable to this committee, sir, to 
have your observations, because sometimes a person coming in from 
the « itside gets a fresh viewpoint to an old problem. 

Mr. Camppety. Yes, sir. 

Representative Honirrmetp. Mr. Chairman, I regret that I will have 
to take the time now to ask the gentleman a series of questions, if I 

can find them, which I have asked the other members. I will omit 
some of them, becauSe in your testimony you have expressed a desire 
to know more about the commission form of management. So I won’t 

uestion you any further on that. I think I have covered that 
feld. 

Has there been, in your opinion, a lack of access to all pertinent 
information in recent months since you have been on the Commis- 
sion ? 

Mr. Campseti. Not to my knowledge. 

Representative Horrrretp. You feel you have had access to all the 
information you think you needed to make your decisions? 

Mr. Campsetn. Yes, sir. 

Representative Hoirterp. Have there been any important policy 
decisions or commitments made in the atomic-energy field by the 
Chairman without consultation with you, to your knowledge? 

Mr. Campseti. Not to my knowledge. 

Representative Hoxrrretp. Were you consulted by Mr. Strauss 
regarding the President’s international atomic-pool plan before he 
announced it? Was this matter talked over between you and Mr. 
Strauss? 

Mr. Campsett. I would not have expected Mr. Strauss to discuss 
it with me, and he didn’t discuss it with me. 
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Representative Hoxtrieip. I didn’t understand the answer. 

Mr. Campsett. I did not expect Mr. Strauss would discuss that 
with me, and he did not discuss it with me. 

Representative Houirretp. The answer is “No,” then? 

Were you consulted regarding the President’s announcement re- 
garding the adequacy of weapon sizes before he made the announce- 
ment ? 

Mr. Camppett. No, and again I say I would not expect to be 
consulted on that. 

Representative Horirretp. I have placed before you a piece of 
paper that I placed before the other members of the Commission, 
and I ask you if you were consulted by the Chairman on that matter? 

Mr. Camrsetu. No, sir. 

Representative Hotrrietp. Were you consulted about Mr. Strauss’ 
announcement of a world conference of scientists on atomic energy, 
sponsored by the United States, prior to its announcement? 

Mr. Campsetu. No, sir. 

Chairman Coir. Let me ask you, do you think you should have 
been ? 

Mr. Campsett. No, sir. 

Representative Hottrietp. Did you accompany Mr. Dean to the 
White House during the time he was Chairman, or were you on the 
Commission at that time ? 

Mr. Campse.t. No, sir, I was not on the Commission. 

Representative Horirre.p. You have accompanied Mr. Strauss since 
that time to the White House to talk to the President on atomic 
matter ? 

Mr. Campsetyi. Mr. Holifield, I would like to at this time answer 
the question that Mr. Strauss could not or did not recall what hap- 
yened on an occasion. I think it is important, because there is an 
implication perhaps that I received some kind of preferential treat- 
ment as against the other Commissioners. 

Representative Horirrecp. I am sure if the President invited you, 
that was the President’s prerogative. 

Mr. Campsett. I still think this is important, because I know how 
the others might feel, and I don’t want them to feel that way, if you 
don’t mind. 

Representative Hotrrreip. Go ahead. 

Mr. Campsetu. Mr. Strauss and Dr. Smyth left the country about 
the same time to go to the Pacific tests. 

Chairman Coxg. Tell us approximately about the date of this visit 
to the White House. 

Mr. Campsetu. Early March. 

Chairman Cote. Of this year? 

Mr. Campse.u. Yes, sir. Mr. Murray, I believe, was in the Pacific. 
Mr. Zuckert was contemplating going to the tests. As far as I know, 
I was the only Commissioner undecided as to whether I would go or 
not. Mr. Strauss took me over to the White House to meet some of 
the men with whom he had been working, in the event, in his absence, 
some question arose and there would be a Commissioner available to 
answer a question. Asa matter of fact, nothing came of it. 

Representative Hotirreip. So it was more in the nature of introduc- 
ing you to the group of people that Mr. Strauss works with at the 
White House on atomic matters? 
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Mr. Campset.. In the event—— 

Representative Horirreip. But it was not for the purpose of dis- 
cussing any policy matters. 

Mr. Campse.i. No, sir; there was no discussion. 

Representative Hoiirretp. I might say that I think that is highly 
proper, and I have absolutely no criticism of that. ' 

Did you go over with him on any other occasion to discuss policy 
matters ¢ 

Mr. Camrpeti. No, sir. I think I might say to clear the record 
that during the absence of Dr. Smyth and Mr. Strauss I was asked 
to go to the White House to listen to a discussion because of the possi- 
bility of atomic energy being discussed. I went alone on that occasion. 

Representative Hottrrecp. You went alone in that case. By invi- 
tation, you say ¢ 

Mr. Campsett. Yes. 

Representative Hotrietp. You were invited by the White House 
to go? 

Mr. Campsetu. Yes, sir. 

Representative Hoiiriretp. Was there any policy matters discussed 
at that time? 

Mr. Camese.u. No, sir. 

Representative Van Zanpr. Will the gentleman yield ? 

Representative Horirireip. Yes. 

Representative Van Zanpr. Is it not true that you were the lone 
Commissioner in Washington at that time ? 

Mr. Campsect. I am sure that Dr. Smyth and Mr. Strauss had not 
come back, because I would not have been over if Mr. Strauss had 
been here. I think Mr. Murray may have been here; but, in any case, 
I went over. 

Representative Hoxrrrerp. Were you informed in advance of the 
Budget Bureau announcement that was sent up in the budget message 
of the change of policy in regard to the purchase of electrical energy 
from outside sources rather than from TVA ? 

Mr. Campse i. I believe the Commission were given an opportunity 
to review that statement before it went up. 

Representative Hotirtetp. Before it went up? 

Mr. CampsBe.i. Yes, sir. 

Representative Hortrreitp. Has there been full Commission consul- 
tation on proposed power contracts from the start of serious consid- 
eration of the Dixon-Yates proposal, or has that been handled by the 
General Manager ¢ 

Mr. Camppett. I have been familiar with it. I have been very 
much interested in the negotiation. I think I have followed along 
with it. Whether I received the information promptly when the mat- 
ter first came up, Iam not sure. 

Representative Hoxirreip. Has there been a formal meeting of the 
Commission on that subject? 

Mr. Camrset. I am not sure. 

Representative Hortrrecp. In which the General Manager ex- 
plained to a group of the Commissioners ? 

Mr. Campse.u. Yes, I recall he did. 

Representative Hottrrecp. More than one? 

Mr. Camrsety. More than one meeting? 





resents ee 
aia eee ON a er 


* 


Ra 





AMEND ATOMIC ENERGY ACT OF 1946 873 


Representative Horirmeip. More than one occasion on which he 
has 

Mr. Campesetu. Ithinkso. Iam notsure. 

Representative Hortrrecp. And he has supplied you memoranda 
and data on the proposal during the time of its submission ? 

Mr. Campset. I personally have gone into it. I am not sure how 
many times the Commission hi rppened to consider it or what material 
it was given. I think the Secretary’s office would probably have to 
tell us that. 

Representative Horirrerp. Is there any immediate prospect of a de- 
cision being made on that proposal within the next 3 days, before the 

10th of the month ? 

Mr. Campse.i. I don’t know. Iam not ina position to say 

Representative Horirrmetp. Mr. Chairman, could I ask Chat ques- 
tion now from Chairman Strauss or the legal counsel or whoever he 
shall designate to answer that latter question ? 

Mr. Srrauss. Would you repeat the question, Mr. Holifield ? 

Representative Horirrme ip. Mr. Strauss, my question was, Is there 
any likelihood that a contract will be signed with Dixon & Yates 
within the next 2 days? 

Mr. Srrauss. No contract will be signed with Dixon & Yates unless 
the matter has been brought to the Commission. The General Man- 
ager has not reported that he intends to bring any contract to the 
Commission within that period of time, but I would not want to fore- 
close the possibility that he might do so. 

Representative Hoxirretp. Mr. Chairman, on that point, as you 
know, I have made a formal request with other members of the com- 
mittee for a complete report from the Commission on this particular 
subject, and I trust that this committee will not be foreclosed because 
there have been some very serious charges made on the Senate floor, 
and in the press, in regard to the public interest in this matter. 

Mr. Srravss. Yes, I am very much concerned about the charges. 

Representative Honirretp. I am not making those charges, but as a 
member of this committee, and in view of section 164, which has to do 
with this matter, I trust there will not be any action taken on this be- 
fore this committee is fully informed. 

Mr. Strauss. May I comment on the charges, Mr. Holifield ? 

Representative Hoxirretp. No, sir. 

Chairman Core. Just a moment. 

Representative Horirirerp. Just a minute. 

Chairman Coz. We will discuss all discussion on the pee. The 
meeting this morning is to discuss section 21 with Mr. Campbell. 

Representative Houirreip. I am willing to confine myself—— 

Chairman Cote. After Mr. Campbell has completed, the chairman 
will call Mr. Strauss back. 

Representative Horirmip. We have other sections of the bill on 
which testimony was given to us by Mr. Strauss and other members 
of the Commission in the 104-page document. Those sections have 
not yet been explored. One of the sections is 164. 

Chairman Corr. The Chair’s ruling is to continue to interrogate Mr. 

Campbell on the provisions of sec tion 21. 

Representative Hotirmeip. Then the decision of the chairman is that 
at this time no assurance is to be given this committee that this contract 
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which, according to the public press, may involve an excess cost esti- 
mated at between $100 and $500 million—that this committee has no 
assurance that we will have any information on that—on whether that 
will be signed before we have a chance to have it explained to the com- 
mittee. Is that the decision of the chairman? 

Chairman Coxe. The decision of the chairman was to remind the 
gentleman that the meeting of this morning was called to continue 
the expressions of opinion from the members of the Commission with 
respect to section 21. 

Represe ntative Hovirreryp. And for no other purpose 

Chairman Core. The committee may consider other items after it 
has completed consideration of the Commission’s testimony on sec- 
tion 21, as the gentleman well knows was the agreed procedure. 

Representative Hotirrerp. Mr. Chairman, I have finished the ques- 
tions as far as I am concerned to Mr. Campbell on section 21. 

Chairman Coir. Then Mr. Price is in order to ask questions of Mr. 
Campbell. 

Representative Price. I have no questions. 

Representative Houirrecp. Therefore, I ask the chairman again if 
he is going to rule that the question I have asked is not one within the 
proper interest of this legislation and the committee, and in view of the 
urgency of time, the deadlines which have been set by certain Senate 
committees and others, that this is not a proper question ¢ 

Chairman Core. Of course, the Chair is not going to rule any such 
thing. The gentleman knows that the chairman would not rule thus. 
There is no question but what the question that has been raised by the 
gentleman from California is proper for the committee to consider. 
But the time for the consideration of that question is not appropriate 
at this moment. 

Representative Hotirretp. I am not asking for consideration. Iam 
asking for just an assurance. I expect the consideration will take 
several days’ time. 

Chairman Cour. If. there are no other questions of Commissioner 
Campbell, he may be excused. I have no questions, sir. I compli- 
ment you on your statement. To me it is refreshing to have the testi- 
mony of the type that you have given to us. Thank you very much. 

Mr. Campsett. Thank you, sir. 

Representative Van Zanpr. Mr. Chairman, may I ask the Chair just 
what time we are going to quit? 

Chairman Core. It had been the intention of the Chair until the 
last 10 minutes to quit at along about 1 o’clock. Now I want to be 
entirely fair with the gentleman from California with respect to 
this proposed contemplated letting of a contract about which the 
Chair is not at all advised. The gentleman from California heard 
the response of the Chairman of the Commission that there is no 
present plan for immediate action in that matter. 

Representative Horirretp. I also heard the Chairman say that he 
would not want to commit himself 

Chairman Core. Which chairman are you talking about? 

Representative Horirrmeip. Chairman Strauss. That he would not 
want to commit himself or preclude himself from signing such a 
contract before we had a chance to-—— 

Chairman Cotz. Would you come up, Mr. Strauss, and see if we 

cannot get this matter somewhat understood ? 
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STATEMENT OF LEWIS L. STRAUSS, CHAIRMAN, UNITED STATES 
ATOMIC ENERGY COMMISSION—Resumed 


Mr. Strauss. I think Mr. Chairman, the record will say that I 
could not by any statement of mine foreclose the possibility that the 
General Manager might make such a recommendation to the Com- 
mission within the next 3 days. I have just checked with counsel 

Representative Horirrerp. Of course, that is not responsive. I 
asked assurance that there be no contract signed. I didn’t ask any- 
think about submitting a contract to you. 

Mr. Srrauss. Mr. Holifield, you have had ample evidence here 
to know that I cannot commit the Commission either to approve or 
disapprove any contract. I have checked with the General Counsel 
and Deputy General Counsel within the last minute who inform me 
that they know of no such contract. It would therefore seem to me 
to be quite unlikely that within 3 days a contract could be 
submitted 

Chairman Core. I beg your pardon. There have been charges made 
here with respect to the possibility of the Commission awarding a 
contract which will involve millions of dollars, and now you say 
the General Counsel and your associates know of no such proposal. 

Mr. Srrauss. I did not say that they knew of no such proposal. 
No contract is before the General Counsel’s office for review. 

Chairman Corr. No proposal in the form of a contract. Then I 
will revise my question to that extent. 

Mr. Srrauss. That is right, sir. May I request the privilege of 
commenting somewhat further on the power business ¢ 

There have been stories and statements in the press within the past 
10 days to the effect that the Chairman of the Commission has per- 
sonally—and I am quoting the statement— 








meddled and tampered with contracts existing between the Commission and 
the Tennessee Valley Authority. 

This statement I would like to take the opportunity to inform the 
joint committee is completely incorrect. There has been not one 
iota of change of a word or a cipher in any contract that I am aware 
of between the Commission and TVA 

Representative Houirrm tp. Mr. Chairman, I am sorry. I did not 
get the first part of Chairman Strauss’ statement. Will the reporter 
please read it? 

( Portion of record read by the reporter.) 

Representative Hortrtetp. This statement, of course, I am glad to 
receive, but it does not pertain to anything I have knowledge of, any 
charge I have knowledge of, I will say. 

Chairman Core. I trust that the gentleman from California is 
assured that there is no imminent.action contemplated by the Com- 
mission on the matter which he has raised. 

Representative Horirtetp. The only thing I sought was an assur- 
ance that until we get more information, there would be no precipitate 
action. 

Mr. Srrauss. It would be helpful to me personally, Mr. Holifield, 
if you could some time let me have the source of that information to 
you. 
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Representative Horirterp. I will be very happy to give you the 
source of a great deal of it right now. It is in the June 1 speech of 
Senator Albert Gore on the Senate floor, and there are several pages 
there which ask questions which I think should be answered. 

Public interest ; there is materia: there which is of direct concern to 
this committee, because it pertains to the legislative authority which 
has been granted you in the past, and which I voted for, and which we 
seek to place in this new draft of legislation. That was the thing that 
originally called to my attention a great many parts of the matter, 
although I have had for some time this green-colored paper document 
from the Atomic Ener gy Commission office, which I believe you would 
recognize if I placed it before you. 

Mr. Srravss. Would you identify it for me? There must be some 
number in the margin. 

Representative Ho.irretp. Has Senator Gore asked you for any 
information on this matter ? 

Mr. Srravuss. I am unable to say there may not be a letter from 
Senator Gore in the office. I have not seen it. 

Representative Horrrrevp. Has this full-page advertisement in the 
Post on page 44 as of June 4 been called to your attention ? 

Mr. Srravss. I saw it yesterday morning, Mr. Holifield, but in view 
of other preoccupations which as you know took up yesterday, I have 
not had an opportunity to read it. 

Representative Hotirreip. This is one of the matters that was called 
to my attention. I believe it refers to a certain contract as the 
“Ebasco fiasco.” 

Mr. Srravuss. Without reflecting 

Representative Horirrecp. These are matters I hope the committee 
will explore before there is any signing of additional contracts. 

Mr. Srravuss. Without reflecting on the contract in question which 
antedated my reappointment to the C ommission, I would only like to 
say that its characterization as a fiasco is one in which I could not 
share without knowing a great deal more about it than I do. 

Representative Houiriexp. I seek more knowledge on the subject 
myself. 

CHATRMAN Coir. Thank you very much, Mr. Strauss. 

On yesterday, I called attention to the fact that the Commission 
had something like 120 or 130, more nearly the latter number, of meet- 
ings since July 1953, indicating an average of 3 meetings of the 
Commission per week. I have a “memorandum from the Secret ry of 
the Commission which I offer for the record as an appendix, showing 
that since July 1953 there have been a number of papers and docu- 
ments and action papers passed back and forth among the Commission, 
members of the Commission, totaling nearly 10,000 pages. 

It seems to me that it is a matter of public interest to indicate the 
extent to which the Commission is working on the atomic-energy pro- 
gram. Not only having meetings every other day, but passing papers 
back and forth so rapidly, I judge that they are kept busy pushing 
papers. 

(The memorandum referred to follows :) 





UNITED STATES ATOMIC PNERGY COMMISSION, 
Washington 25, D. C. 
Memorandum for the Chairman. 
Subject: Staff Papers Distributed to the Commissioners by the Secretariat, 
July 1, 1953, to May 31, 1954. 
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Roy B. Snapp, Seerctary 


Representative Honirretp. Mr. Chairman, lest my questions today 
create a false impression, I would like to say I heartily approve every 
thing the Chairman has said, and as I look over this document and 
as I review the work and activity of the Commission, there would be 
no one that could be more convinced of the industry and application 
to the job than I am. 

Chairman Core. Let me further add that w 
volume of pages that are being handled by thie 
nearly 10,000 in 8 months, a thousand pages a month, I just wonder 
if perhaps they are not doing too much paper pushing. 

Representative Durnam. Mr. Chairman, may I comment on that? 

Chairman Coir. Yes; and then let us quit, because it is 5 after 1. 

Representative Duruam. It looks like a Congressman program 

Representative Horirmcp. Mr. Chairman, I am in hearty accord 
with adjourning at this time, but I want to say that there are certain 
sections of the bill which the Commission testified on which I have 
not had a chance to talk with them on, and I hope I will not be 
precluded. 

CHAIRMAN Cote. We will conclude t: day ind meeting with the 
Commission again in order that the gentleman from California may 
I hope conclude his interrogation of the Commission with respect to 
the pending bill on Tuesday morning at 10 o’clock in a room as yet 
to be determined. But for the moment let us settle it at the caucus 
room of the Old House Office Building. The meeting is adjourned 

(Thereupon at 1:05 p. m., Saturday, June 5, 1954, a recess was 
taken until Tuesday, June 8, 1954, at 10 a. m.) 
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S. 3323 AND H. R. 8862, TO AMEND THE ATOMIC 
ENERGY ACT OF 1946 


TUESDAY, JUNE 8, 1954 


CoNGRESS OF THE UNITED STATES, 
Joint COMMITTEE ON AtromiIc ENERGY, 
Washington, D. C. 


The joint committee met, pursuant to recess, at 10: 15 a. m., In room 
445, Old House Office Building, Hon. W. Sterling Cole (chairman) 
presiding. 

Present: Representatives Cole (presiding), Hinshaw, Van Zandt 
and Holifield; and Senator Pastore. 

Professional staff members present : Corbin C. Allardice, executive 
director; and Walter A. Hamilton. 

Chairman Core. The meeting will come to order. The Chair ob- 
serves a certain person sitting at the committee table, so we may 
proceed with our hearings this morning. 

When we concluded the hearings on Saturday we had finished the 
discussion of the provisions of section 21 of the proposed bill. I, this 
morning, dispatched an inquiry to former President Hoover, Chair- 
man of the Commission which some years ago studied this question 
and is currently studying it, asking his views on the subject of the 
organization of the Commission. I would like to have the right to 
include in the record the response from Mr. Hoover, whatever it may 
be, at the appropriate point. 

Representative Houirie_p. That will be perfectly all right with me, 
providing you let one of the minority members of the Hoover Com- 
mission also put in his remarks on it. 

Chairman Corr. Of course, it is quite all right, but I am sure the 
minority member of the Hoover Commission will have an opportunity 
to express himself on the floor of the House, and very effectively too. 
However, if he wants to discuss the Hoover response in the record of 
the hearings of the committee, he may. 

This morning there are some further questions from at least one 
member of the committee of the Commission concer ning other sections 
of the proposed bill. There is a section of the bill, section 164, with 
respect to the authority of the Commission to enter into long-term 
contracts for the purchase of electric power, about which members 
have some question, especially in connection with a current negotiation 
for a contract for power to be used at the Oak Ridge operation. 

I have an understanding with the chairman of the Commission, Mr. 
Strauss, the Commission, or at least he, as chairman, will not sign any 
document committing the Government through the Commission to any 


879 




































SSO AMEND ATOMIC ENERGY ACT OF 1946 


contract currently under negotiation until after the Commission has 
explained the situation to this committee, and it has agreed to come to 
the committee on Friday for that purpose. 

So this morning we will continue the general diseussion of H, R. 
4862, without further discussion of section 21 and without discussion 
of section 164, unless Mr. Holifield wants to inquire of Mr. Strauss 
with respect to the understanding I have just expressed that Mr. 
Strauss and I have concerning the commitment. 

So, Mr. Strauss, will you and your associates come up conveniently 
around the table. 


STATEMENT OF THE ATOMIC ENERGY COMMISSION, REPRESENTED 
BY LEWIS L. STRAUSS, CHAIRMAN; COMMISSIONERS HENRY D. 
SMYTH, AND JOSEPH CAMPBELL; K. D. NICHOLS, GENERAL MAN- 
AGER; WILLIAM MITCHELL, GENERAL COUNSEL; H. L. PRICE, 
DEPUTY GENERAL COUNSEL; AND EDWARD TRAPNELL—Resumed 


Mr. Strauss. May I comment on the statement which you just 
made ? 

Chairman Cone. Yes. 

Mr. Strauss. Just for purposes of cla ification, Mr. Chairman, in 
the matter of administrative procedure, the actual signature of a 
contract with a supplier of power would in all likelihood be executed 
by the area manager or by the general manager rather than by the 
chairman of the Commission. But my assurance to you, nevertheless, 
holds that there will be no definitive action of the sort contempl: ited 
until such time as we have again testified before your committee. 

Chairman Cotz. Do you care to pursue that further, Mr. Holifield 2 

Representative Hotirtetp. No. That is a satisfactory statement of 
Admiral Strauss to me. 

Mr. Srravss. I did not want to leave the impression that the chair 
man actually executed the contract. 

Representative Hoxtrrerp. I would just like to ask one question. 
Do you believe that the Commission derives its authority for this 
function from section 164 of the Cole-Hicke nlooper bill? 

Mr. Srrauss. I would have to ask counsel. I presume our authority 
for this function is in the existing act, Mr. Holifield. 

Representative Hortrrep. At the present time, or in the future it 
would be in 164? 

Mr. Srravss. That is right. 

Mr. Price. It is in section 12 (d) at the present, and that section 
12 (d) is carried over intact in the Cole-Hickenlooper bill. 

Representative Hoxirrerp. That is right. That is all, Mr. 
Chairman. 

Chairman Coxe. I suggest, Mr. Holifield, you proceed with further 
inquiries of the Commission with respect to the bill. 

Representative Hotirretp. Thank you, Mr. Chairman. I would 
like to address my first questions to General Nichols, general manager 
of the Commission. I refer specifically to section 24 ‘of the bill, Gen- 
eral Nichols, and I would like for you to explain to this committee 
in your own words what you conceive your function is, where you get 
your authority, under whose direction you are in the performing “of 
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your function, and what is the type of function that you do perform. 
That means that I would like to have a full description of your duties, 
responsibilities and authority for performing same. 

Mr. Nicnots. Yes, str. I consider that all of my authority, what 
ever I may have, I derive from the Commission. In other words, 
have none except what I derive from the Commission. 

I consider that my function is, first, to keep the Commission in 
formed generally of what I am doing. Of course, it is impossible 
to inform the Commission of every action, no matter how minor it 
may be, that I take. But I consider that one of my functions is to 
keep the Commission informed. 

I consider that I execute and see that work is accomplished that has 
been approved by the Commission. In other words, if the Commis- 
sion has decided upon an action, I consider it my responsibility to see 
that the staff carry out the will of the Commission. In other words, 
I am the doer, they are the policy forming group in the Commission. 

I also consider it my function to make recommendations to the 
Commission, in other words, as to what work should be carried out, 
and in many cases recommend on policy. In other words, I do not 
consider that when I recommend policy I am forming policy, but 
that should be approved by the Commission. 

Now generally, of course, you function in a way that is established 
by precedent and by written authority, where on many functions I 
carry up matters that are minor as compared to in other fields where 
I make the decision without reference to the Commission. But gen 
erally, whenever a problem arises that I consider borders on policy 
or is of such major importance that the Commission should know 
about it and act upon it, I bring that to the Commission. Many 

cases I have brought to the Commission at the request of an indi 
vidual Commissioner or the Commission as a whole. 

In regard to the thc functions, I consider that there the 
entire authority remains in the Commission, and if any change is 
to be made in published regulation, it is my job to prepare those 
suggested changes, bring them to the Commission, but I would have 
no authority to change them without the Commission approval. 
Whereas, in execution of a contract, that type of day-to-day work, 
I consider I have the authority to make those decisions as they are 
necessary and, as I said before, if it is important enough, to inform 
the Commission of what I have done. For example, on ‘the one ques- 
tion which you raised in regard to this power change, I would not 
consider I had the authority as General Manager to change the power 
arrangement with TVA without full Commission approval. That is 
the type of thing I feel is of a major type that should be brought to 
the Commission’s attention. And the same on certain judicial “fune- 
tions that reside in the Commission. 

Now in the day-to-day activities, of course, I have a staff and area 
people. We try to decentralize as much as possible, because in this 
size operation every decision cannot even come up to me. It cannot 
come up to my assistant general managers. The people in the field 
must make the day-to-day decision, and some of them are of ae, 
dous importance. I generally ask they keep me informed and, 
turn, if they are important enough, I inform the Commission. 
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Representative Horirretp. You are speaking of the 11 divisions 
which now exist? 

Mr. Nicnors. That is right. 

Representative Horirrerp. And the division managers? 

Mr. Nicnons. Yes. And then, in turn, the field managers—Mr. 
Sapirie at Oak Ridge and Mr. Shaw at Hanford. Those people must 
make decisions constantly. 

Representative Hoirrreip. Do they report direct to you or through 
the division manager? 

Mr. Nicuots. They report through the divisions and, in turn, the 
divisions report through two assistant general managers—Mr. Cook 
on raw materials, production, and construction. In other words, he 
is assistant general manager for all of our manufacturing functions. 
Mr. Tammaro is assistant general manager covering the three divi- 
sions of reactor development and biology and medicine and research. 
They report in through him, although ‘they have access to me. 

Then General Fields is head of the Division of Militar y Application. 

Those are the three working groups. In other words, that is where 
the work is done in the Commission, where we accomplish our results. 

Now we have other people of staff—comptroller, general counsel, 
intelligence, security. They are all more of a staff function. Now 
it is my job to manage that staff and to see that the work is executed. 

Representative Ho.trreip. You, in effect, are the supervisor of the 
staff as well as the field? 

Mr. Nicuors. That is right. 

Representative Hoitrretp. And that staff that you refer to, I sup- 
pose all of the men are in subordinate administrative positions and 
in clerical direction positions and so forth ? 

Mr. Nicnors. That is right. 

Now one other thing. I frequently find I have to-keep the chair- 
man more informed than I do other commissioners. I will give you 
a typical example. 

Working on something that involves some other department, it is 
my job that we resolve it on some working operation. I frequently 
find that if we get to where we are not reaching agreement, when I 
anticipate that, say, the Secretary of Defense or somebody in the 
Se or someone else is going to call and try to go over my head, 

| inform Mr. Strauss “Here is the problem.” So when he answers 
the telephone he will know something about it. 

There are occasional things of that type that I do inform the chair- 
man more than other commissioners, because it frequently just fades 
away, it does not happen. 

Representative Hontrteip. Those would be in the minor fields, 
though. That is, it would not be in a major field on executing con- 
tracts or anything like that? 

Mr. Nicuors. It is generally something we are working on at a time 

are trying to make a deal with some other agency. 

Representative Hoitrretp. Now does security also come under your 
jurisdiction ¢ 

Mr. Nicuots. Security comes under my management, yes, sir. In 
other words, the Division of Security reports in to me. 

Representative Houtrrerp. To what extent can you exercise within 
your individual right, without consultation with the Commission, 
decisions on security clearances? 
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Mr. Nicuots. On security clearances, for example—not for example. 
We have definite procedures set up. And on our procedures, I will 
take a typical case where a man for one reason or another decided to 
have a security hearing. That decision can be made in the field. 
However, at the completion of the security hearing the manager 
then makes his finding, he reports that to Washington. The Division 
of Security then makes a recommendation to me as to what is the 
next step. 

In other words, do we follow out what the manager has recom- 
mended, or should it go to the personnel security review board? I 
make that decision. In other words, should it go to the personnel se- 
curity review board or should the man be cleared ? 

After the personnel security review board has made its recom- 
mendations—all of these boards make recommendations only—after 
the final case has been prepared to where it has been completed through 
both boards—I am talking about here a case where generally you do 
not have clearance—that comes to me for a personal decision. I have 
the recommendations then of two boards, the area manager, my Divi- 
sion of Security, and also another man that I keep for that specific 
purpose to analyze it for me, and I personally make that type of de- 
cision. 

On some of them in the past the Commission has been informed 
at the time of the decision. Many of them I make without even—in 
other words, the Commission never hears about it. 

Representative Horirtetp. But in any case where the Commission 
wishes to review a security clearance appeal, why, of course they have 
the right to instruct you to refer that to them ¢ 

Mr. Nicnots. I consider the Commission has at any time the right 
to take away any piece or all of my authority, and if they tell me to 
refer something to them or they want to hear about it, I consider I 
have no recourse except to refer a particular action, whether it is 
security or anything else, to them. 

I feel the same way about my own staff—that in many cases I have 
delegated authority, but I tell them on this particular case I want to 
be in on the decision. 

Representative Honirrecp. On the subject of contracts, General 
Nichols—and I am speaking now, of course, of major contracts, not 
the small minor operational contracts with minor people, and of minor 
size—but in the case of major contracts, do you bring those contracts 
to the Commission with your recommendation, or do you settle them 
without consultation with them ? 

Mr. Nicnoits. On major contracts, I would normally, if it involves 
a new contract, sir—on contracts generally I keep the Commission 
informed. In other words, I do not consider that the Commission 
generally approves who does the contracting work or approves a 
specific contract. But on some of them where I consider it either a 
departure from policy or a change in policy, or a major contract, I 
consider it my obligation to keep the Commission informed. 

Take, for example, the Western Electric contract at Sandia, when 
we renewed it this year we changed several things out of the normal 
procedure. For example, the local m: imager there has the authority 
to sign that contract. After my consultation with the president of the 
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Bell Telephone and the vice president of Western Electric, it was 
decided that I would initiate the negotiations for the renewal of that 
contract. I did it personally. I then turned it over to a negotiating 
team. At the time we arrived at a contract, prior to signing that, I 
informed the Commission of the general changes as compared to the 
previous contract. It took about 10 minutes, and no further questions 
were asked. In other words, I did not consider I was asking for 
approval of that particular contract, but if the Commission had 
decided to raise serious questions about it, why, they could have done 
so at that time. I then signed the contract. 

Now that is something you might say you play by ear. If you will 
read my part of the charter here, section 24: 

The General Manager shall be appointed by the Commission, shall serve at 

the pleasure of the Commission, shall be removable by the Commission. 
And I think there I have to be certain that I am keeping the con 
fidence of at least the majority of the Commission on all actions and 
generally the confidence of the entire Commission to make this 
workable. 

Representative Horirtep. I am sure you will do that, General 
Nichols. I want to say that I think all of the general managers that 
we have had in the Commission have been men of outstanding ability 
and devotion, and I certainly include you in that classification, 

Mr. Nicnors. Thank you. 

Representative Hoiirre.s. Do you find that you are able to inform 
all of the members of the Commission adequately in regard to the 
major matters concerning definition of policy ? 

Mr. Nicnots. I would “hope I could do it on policy, but I doubt if 
I could ever do it on everything. In other words, if I could meet the 
needs of five men to be informed on the ramifications of all the things 
they might be interested in, I think that is just impossible. 

Representative Hortrrecp. That would, of course, require help. 
Staff that is. I reglize that. But you could get the information for 
any individual Commissioner if he wanted it on any operation ? 

Mr. Nicnots. On any operation he wants I try to get the informa- 
tion for him. But to try to say that every Commissioner is informed 
on every action I take, I would say that is impossible, if I am going 
to spend any time getting the work done. 

But I am not worried about keeping 5 Commissioners informed or 
working for } people. When I came back to Washington in 1948 
I found I had at least 8 bosses and wore four different hats. So keep- 
ing five people reasonably pleased with my actions is not a new func- 
tion for me, and I am not too worried about trying it. 

I believe, though, when I find I cannot do it, I would add one other 
thing here—at the pleasure of the Commission, and it should also be 
at. the pleasure of the General Manager. In other words, I have for 
the first time in my career the right to quit. [Laughter. ] 

Chairman Coiz. How does that come about ? 

Mr. Nicuots. I always considered in the military you stick to a 
job until you are transferred. I have heard of very few people being 
allowed to quit except they can completely of course. But for a 
career—— 
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Chairman Cote. Are you retired from the Army / 
Mr. Nicnots. Yes, sir, I am retired from the Army. When I was 
retired, I asked the Department of Defense—I stated that I would 
accept this job provided I was told that this was a more important 
job to the United States than what I was doing. I was so told. 

Chairman Cote. You have the appearance of youth, which causes 
me amazement when you tell me you are retired. 

Mr. Nicuots, I am retired under the provision that you can retire 
at 20 years’ service. I have 25, or a little less than 25. I would have 
had 25 if I stayed in until this June. But it took a special decision 
on the part of the Secretary of Defense to waive the present policy. 
In other words, under present provisions of appropriations bills it 
takes special action on the part of the Secretary of the Army and 
the Secretary of Defense to permit retirement. 

Representative Houirretp. As an aside, General Nichols, I think all 
of the members of the committee that are present this morning are 
aware of the requirement to serve many bosses. In fact, Mr. Hin- 
shaw and I are on trial today in California before about close to a 
million bosses in our respective districts. 

Mr. Nicuots. I consider I have several over here too. 

Representative Horirte.p. There has been no real confusion then 
in your mind in the way of direction from separate Commissioners 
asking you to do anything which was contradictory to what you had 
been asked by other Commissioners ? 

Mr. Nicuo.s. I consider that when a Commissioner asks me about 
something that he may be making a suggestion, and if I pick it up, 
I do it on my own responsibility. In other words, there are many 
things I do without a majority vote of the Commission. I consider 
if I do any action on the suggestion of any one Commissioner I am 
doing that on my own authority. 

Now I do have suggestions from Commissioners. I have had many 
occasions, some minor and some greater, where there has been differ- 
ence of opinion. As I understand it, that is why Congress wants a 
Commission, that you would expect difference of opinion. So I do 
not feel that I can carry out the requests if they are in the form 
of an order to do something, that that is an order that is binding 
on the rest of the Commission. 

I do consider, however, if a Commissioner asks me for certain in- 
formation, of course, 1 can carry out that request. Although, if I 
feel it is going to be detrimental to the work of the staff, I feel I have 
the right to raise that at a Commission meeting and to present the 
vase and to state: “Now, do you want this as a Commission more than 
you want something else I am preparing for you?” But that is part 
of my job to decide when I comply completely, in other words, 100 
percent, and when I drag my feet and come back to the Commission 
and say, “Now, do you really want this done? Do you recognize what 
the impact is going to be on the staff?” 

Representative Hoirietp. So there is a method of resolving any 
differences between members of the Commission in regard to major 
matters by the Commission form of consultation and decision / 

Mr. Nicuoxs. I sit with the Commission and have never been ex- 
cluded from any of their meetings. I do not have a vote, of course, 
but I have a right to speak and present any of my problems. 
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Representative Houirrmetp. Thank you, General Nichols. 

Admiral Strauss, in section 28 of the bill, the appointment of Army, 
Navy, or Air Force officers as Director of the Division of Military 
Application, I notice that the word “retired” from the similar section 
in the McMahon act has been deleted and the word “active” remains. 
Do you attach any particular significance to that? Or was that at 
your suggestion ? 

Mr. Strauss. No part of this section was at my suggestion, Mr. 
Holifield. I am reading the section now to see the language to which 
you refer. 

Representative Hotrrrecp. It is in line 14, where it Says, “Not- 
withstanding the provisions of any other law, any active officer” and 
so forth. 

Chairman Corr. I think I can clear that up. 

Mr. Srravuss. I had never noticed the absence of the words “or 
retired” until you called my attention to it; and the significance, if 
any, I do not know. 

Chairman Corr. I think if you refer to the section referring to the 
Director of Military Application, it requires that the director be an 
active officer, and it is my recollection that on my own responsibility 
I put in the word “active” officer for the purpose of making certain 
that this person having charge of the military application of atomic 
weapons would be a man who was young and in touch with the think- 
ing of the military as time went along, and that sometime in the 
future this position would not be used to be filled by a person who 
had reached retirement and presumably had lost touch with the 
current thinking. 

Mr. Srrauss. There is a reason which occurs to me, Mr. Chairman, 
as you speak. If this position were filled by a retired officer it might 
very well become a permanent billet ; whereas, if it is filled by an active 
officer, in the ordinary course he will remain with the Commission 
only for a period of a few years, and there will be a constant turn- 
over, with resultant benefit to the services in rotating men back into 
the services who have had that close contact with the program and 
providing the Commission with fresh service information as a result 
of accruals of new talent. 

Representative Hotirrerp. Then you would be in favor of the chair- 
man’s general thought on that? 

Mr. Srravss. Very definitely, sir. And certainly if there were an 
option of an active or retired officer for this billet, so long as I had 
any voice in it, I would certainly prefer in this case the officer should 
be active. 

Chairman Corr. The law at present is permissive in that it may be 
either active or retired. The effect of the revision or amendment is 
to eliminate the possibility of a retired officer being designated as 
Director of Military Application. 

Mr. Srravuss. Mr. Chairman, the Commission has not considered 
this point, since I believe that it escaped our notice. The General 
Counsel informs me I am correct as to that. And I would not like 
to speak for them, but it would be my belief that they would endorse 
the thesis on which you have approached this point. 
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Chairman Coie. Let me inquire of the two Commissioners who are 
here, Dr. Smyth and Mr. Campbell, if they at the moment entertain 
any objection or criticism of the purposes of this change. 

Dr. Smytu. Mr. Cole, I had not noticed this either at all, and I 
would agree in substance with what Mr. Strauss says—that it is better 
to have an active officer. 

I have been sitting here in the past 2 or 3 minutes trying to imagine 
circumstances under which it would be better to have or might be 
desirable to have the permission to get someone who is retired, and I 
have not been able to imagine such circumstances. 

Chairman Core. Mr. Campbell 

Mr. CAMPBELL. I agree entirely with Mr. Strauss and with Dr. 
Smyth, with the further provision or qualification, however, that I 
cannot imagine a retired officer in this position. 

Dr. Smyru. You have one here. 

Mr. Campse.. I beg your pardon. We are now talking about the 
Division of Military Application ? 

Chairman Cote. Yes. 

Representative Hontrtetp. Mr. Chairman, I have no strong feeling 
on this point. I brought it up for the matter of clarification in the 
record. 

I note that we do have two very able retired officers on the Com- 
mission and the staff; but I make that notation without any particu- 
lar significance, because I am inclined to believe that possibly this 
should be an active man in this job. I will state that. 

Chairman Corr. I would call to your attention that with reference 
to the chairman of the Military Liaison Committee that change was 
not made. It is possible now, and in the proposed bill it will be pos- 
sible, for an officer, either active or retired, or civilian, to be appointed 
as chairman of the Military Liaison Committee. That the function 
of that person is, to my mind, quite different than the responsibility 
of the man whose duty it is to concentrate on making application of 
this force for weapon uses as fully and currently and modern and up 
to date and effective as possible. 

Representative Hoiirretp. Now the next three sections I think can 
be more or less considered together because they relate to each other, 
and that is 31, 32, and 33, which have to do with research assistance, 
and so forth. 

Starting out in section 31— 





The Commission is directed to exercise its powers in such manner as to in- 

sure the continued conduct of research and development activities in the field 
specified below, by private or public institutions or persons * * * 
Now stopping on the word “persons” and referring back to the defini 
tion of “person,” we find that the Atomic Energy Commission is de 
leted from the word “persons.” Is that your understanding, Mr. 
Mitchell? 

Mr. MircHetu. Yes, sir; that is right. 

Representative Hoxirretp, Then the Commission would be directed 
to exercise its powers in research assistance to private or public in- 
stitutions or persons within the meaning of the definition of “person” 
but excluding themselves ? 
























































SSS AMEND ATOMIC ENERGY ACT OF 1946 


Mr. Mircuett. That is right. 

Representative Horio, And then you are further authorized 
and directed to make contracts, arrangements, agreements, and loans 
for the conduct of the following research and development activities : 
(1) Nuclear processes; (2) the theory and production of atomic energy, 
including processes, materials, and « levices related to such production ; 

(3) utilization of special nuclear material and radioactive material 
for medical, biological, agricultural, health, or military purposes; 
(4) utilization of special nuclear material and radioactive material 
and processes entailed in the production of such material for all other 

purposes, including industrial uses; and (5) the protection of health 
aa the promotion of safety during research and production activities. 

Now do you feel that that covers the complete field of research and 
development, or is there some field of research and de velopment with 
which you are concerned that it does not cover? 

Mr. Srravss. We think it is complete, Mr. Holifield. 

Would Mr. Smyth wish to comment on the question of whether or 
not there are items excluded that he feels should be in this, because of 
his familiarity with the subject; 

Dr. Smyru. As far as I am concerned, Mr. Holifield, perhaps the 
key words are “relating to.” That seems to me to give a breadth that 
is very desirable and much more desirable than trying to spell out 
every conceivable topic. 

Representative Hoxrrietp. Then for purposes of legislative history 
we can understand that the Commission does feel that that includes 
the complete research along the lines of the atomic energy project’s 
needs and potentialities ? 

Dr. Symru. That is my feeling. 

Representative Htnsuaw. Will the gentleman yield ? 

Representative Hoxie. Yes; I will be glad to. 

Representative Hrinsuaw. In connection with the research and 
utilization of radioactive material for medical, biological, agricul- 
tural, health, or military purposes, as the Commission is aware the 
subcommittee of this committee having to do with research and de- 
velopment has been holding some hearings. We have come up against 
the fact that radioactive isotopes have been sold at less than cost for 
one particular purpose, and one purpose only, namely, research in re- 
lation to cancer. 

I might say that we have learned that there are many avenues of 
research which hold the possibility of leading toward cancer but are 
not directed toward cancer; and that the avenues, in consequence of 
the Commission’s actions—the avenues I am speaking of now are the 
persons engaged in research—are required to pay the full price and 
not receive the material at 20 percent of cost. In consequence of which, 
it has proven extremely expensive to conduct this sideline research 
which has great probability of leading toward a solution to the cancer 
problem. 

I would suggest—I do not know that I could suggest it on behalf of 
the committee, but certs ainly on behalf of myself—that the Commis- 
sion might well look toward a reduction in the cost of all of the 
material used in research, by institutions certainly, not by corporations 
who are engaged in research on things of their own particular profit 
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possibilities, and thereby enable these people engaged in research to 
arrive at these conclusions earlier and at much less expense. 

Mr. Srrauss. Mr. Hinshaw, we have been awaiting the conclusion 
of the hearings of your subcommittee and such recommendations as 
it might make before having a Commission paper and Commission 
meeting on the subject. We would be very glad and anxious to con- 
sider those recommendations favorably. 

From my own experience with institutions using these isotopes for 
cancer research, I might say that which you undoubtedly know, that 
the smallest item of the expense is that of providing the isotopes. 
There are many, many items of far greater importance in the total 
cost of cancer research. 

Representative HrnsHaw. I just would like to say that owing to 
the circumstances of the committee, it has not been possible for anyone 
other than Mr. Durham and myself to sit during these 3-day hearings, 
the other members of the committee having been engaged in this hear 
ing on H. R. 8862, and that I do not know whether the subcommittee 
itself can act in consequence of their not being able to be present. But 
I certainly would like to bring that out right at this time and offer 
it for your consideration, the consideration of the Commission. 

Mr. Strauss. We shall certainly study the transcript, whether or 
not a report is available. 

Representative Houtrrrevp. I might say that part of that prob ylem my 
colleague, Mr. Hinshaw, proposes, I believe is taken care of in section 
£1, whereby product material used for researchor development pur 
poses, for medical ther: ipy, industrial uses, agricultural uses, or such 
other useful applications as may be developed. Then the following 
sentence says: 

The Commission may distribute, sell, loan, or lease such byproduct material as 
it owns to licensees with or without charge. 

My understanding of that would be, sir, that the Commission could 
distribute that type of material to hospitals and other public institu- 
tions that are interested in medical therapy and peacetime uses with 
out charge. 

Mr. Srrauss. We have that authority under the present act, sir 

Representative Hoxiirietp. I know you do. Does not that answe 
the point, or did I miss your point, Mr. Hinshaw ¢ 

Representative Hinsuaw. No. The point is peel all right, 
except the fact that it is not considered desirab ? either by the Com 
mission or by the research institutions to have the material furnished 
free, on account of the fact there is likely to be waste of it and so 
forth if there is no charge whatever made for it. But some charge 
certainly should be made, and depending upon the quantity of the 
material the discount given should be figured. 

Representative Hoitrretp. There is a phrase in there which pro 
vides that the Government shall get reasonable compensation on a 
basis that would not discourage the use of such material or the devel 
opment of sources of supplies of such material independent of the 
Commission. 

I want to explore that a little bit later on. But first, | want to go 
back to the words “industrial uses” in line 20, section 81, page 36, and 
ask you whether the provision of the bill does not make it possible to 
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allow any of these industrial reactors which might be built the access 
to this material on a basis of a charge less than the cost to the Govern- 
ment of production. 

Mr. Strauss. I would like to refer that question to counsel, with 
your permission, Mr. Chairman. 

Chairman Coe. Surely. 

Mr. Mircneny. I think, Mr. Holifield, what you say is probably 
right—that the section does say, that it enumerates industrial uses 
among others, and then goes on to say that the Commission may dis- 
tribute, and so forth, to licensees with or without charge, which would, 
in my mind, include, if you read the thing strictly, a licensee of a 
reactor. I think that would be true. 

Representative Hottrretp. Now going to the lines on page 37 where 
it authorizes the Commission to establish prices on such a nondis- 
criminatory basis as in the opinion of the Commission will provide 
reasonable compensation to the Government for such material but will 
not discourage the use of such material for the development of sources 
of supply of such material independent of the Commisison—it seems 
like to me, while this may be a laudable attempt—and I think I am in 
favor of it myself—that this does open the door for the Government 
keeping the price of byproduct materials high in order to develop an 
independent supply outside of the Government’s present reactors or 
future reactors, and it would thereby establish an artificial price 
higher, possibly, than the Government’s cost of production in order 
to encourage an outside source of supply. That is my interpretation 
of the language. 

Mr. Strauss. I would say that that was conceivable under it. On 
the other hand, I would find it difficult to imagine how any private 

capital worfld go into the expense of establishing facilities for a source 
of supply outside of the Government based upon a price level which 
was artificial and which could be changed without notice at any time 
by the Government. 

I think, therefore, Mr. Holifield, that it is not a realistic conception 
of what might happen. It could happen, but I do not think it is 
likely at all. 

Representative Hoxtrrep. Do you not believe that in the case of in- 
dustrial uses with private users that the Government should at least 
recapture the actual cost of production and distribution ? 

Mr. Strauss. My fundamental belief in all these matters is that the 
Government, wherever possible, should come out of it whole. I recog- 
nize there might be special circumstances when this thing is getting 
under way where something in the nature of subsidy or assistance or 
protection would be desirable, but in the long run I hope that this in- 
dustry will stand on its own feet as soon as possible. 

Representative Hotirmrp. Section 32, Research by the Commission. 
I would ask you, Mr. Mitchell, to tell me what your understanding of 
that 3-line section is. 

Mr. Mircne.t. I believe, Mr. Holifield, there is an inadvertent 
error here. I think it should read “specified in this chapter” rather 
than “in this section.” 

If you read it “chapter,” then you see you go back to section 31. 

Representative Hottrmtp. Is that a correct understanding on my 
part? 
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Mr. ALLARDICE. Specified in section 31. 

Representative Houirretp. Section 31 or in chapter 4? Which do 
you mean‘ 

Mr. Atuarpice. We use section 31 throughout the ac tw ith reference 
to research and think here it is preferable to “chapter. 

Representative Houirietp. Then, as I understand it, Mr. Chairman, 
that will be corrected ? 

Chairman Cote. Yes. 

Representative HouirreLp. Section 33, Research for Others: 

Where the Commission finds private facilities or laboratories are inadequate 
to the purpose, it is authorized to conduct for others, through its own facilities, 
such of those activities and studies of the types specified in section 31 as it 
deems appropirate to the development of atomic energy. 

Now what is your understanding of the two words “for others” in 
line 8, Mr. Strauss or Mr. Mitchell? 

Mr. Mircneti. My understanding of those words, Mr. Holifield, i 
that they refer back to the various categories which are enumerated in 
section 31 (a), namely, private or public institutions or persons, 

Representative Houirretp. Outside of the Commission ? 

Mr. MircueEuu. Yes, sir. 

Representative HotirieLp. Now will you tell me, sir-—— 

Chairman Cot. Before you leave that, I am sure you will recall 
that one of the witnesses at the open hearings—and I am not just cer- 
tain who it was, but it seems to me it was a representative of the Walter 
Kidde Associates, perhaps—urged that some provision be put in the 
bill in connection with the Commission’s authority to let other people 
use Government laboratories, that if it was an indiscriminate exercise 
of authority, it would discourage and eventually tend to dry up private 
laboratories. So we, in an effort to remedy ‘that situation, di ‘afted 
section 338, which says that the Commission laboratories will not be 
available to outside users where there are private laboratories that 
can do the same thing, the people on the outside must go to private 
laboratories. But if there is a problem which cannot be accommodated 
in any convenient, practical private laboratory, then they may come 
and use the Government laboratory. 

Mr. Srravuss. The committee, of course, is aware, Mr, Chairman, we 
are engaged in this kind of actiivty now and have been for some time. 

Chairman Coie. For some reason this reference by this witness— 
who it was, I do not recall—but he seemed to feel that he would be 
more comfortable if it were written into the law. 

Representative Htysuaw. Mr. Chairman, would the act be adequate 
for the purposes as outlined by Admiral Strauss in conducting re- 
search at present without this section 33 in the bill ? 

Mr. Srrauss. I would assume, Mr. Hinshaw, since we are engaged 
in this kind of activity, that we are fully authorized under the existing 
law todo so. But this bill is going to so greatly supersede the act of 
1946, again speaking only personally, I would rather see this in here 
than omitted. 

Representative Van Zanpr. Mr. Chairman, will the gentleman 
from California yield ? 

Representative Houirieip. Yes. 

Representative Van Zanpr. Is it not true that the language in sec- 
tion 33 will also permit the Commission to continue its cooperation 
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with the universities who are now building reactors on their campuses ¢ 

Mr. Srrauss. I think there are other sections that relate more specif- 
ically to that, Mr. Van Zandt, than this, but this does bear upon it. 

Re “presentative Hotirrenp. I call to your attention the fact that you 
are directed in section 31 to exercise your powers, and in section 32 
you are nethedriied to conduct through your own facilities activities 
and studies of the type specified in section 31, as corrected. 

Now I ask you if you would have any objection to putting the two 
words “and directed” after the word “authorized” in line 4 

Mr. Srrauss. In section 32 ¢ 

Representative Honirteip. In section 32, line 4, after the word “au- 
thorized” put “and directed,” because I note that this makes it per- 
inissive to do this work in your own laboratories, but it does not make it 
mandatory; and it is my opinion that it should be mandatory, in that 
I think the Government facilities that are now in existence and have 
been paid for should be utilized. Number 1. 

Number 2: I think it might well establish a yardstick in fields of 
research and development which would be very valuable to the Com- 
mission in evaluating its contracts with outside facilities. 

Mr. Srrauss. Mr. Holifield, may I tell you why I assumed the words 
“and directed” which are in the existing law had been omitted from 
this print? I may be wrong, but my belief was that if the Commission 
is directed to conduct this research in its own facilities it must do so 
regardless of the fact that it may be on notice that similar research 
would be duplicating work being done otherwise under section 31. 
Therefore, I would assume that it was prudently decided that this be 
left to the discretion of the administration that the work was going on 
in other quarters rather than directing the Commission to proceed 
with it regardless of the fact that the same work was being conducted 
adequately by competent people i in other situations. 

Representative Horrrrmnp. Then this does not mean to you that the 
Government is ordered to curtail its own research program in order to 
contract out to others research activities ? 

Mr. Srravss. No, sir; it does not. 

Representative Hoxtrrerp. And it would not be the intention to 
deliberately minimize the Government research and development work 
just in order to make contracts with outside sources? 

Mr. Stravss. Not tomy mind, Mr. Holifield. To my mind, as I s: 
this simply says that we are not directed to conduct nen if we 
have reason to believe that it is unnecessary for the reasons I have 
just mentioned. 

Representative HinsHaw. Mr. Chairman, will the gentleman yield ? 

Representative Hourrretp. Yes. 

Representative Hrnsnaw. As I understand it, the Commission con- 
ducts research in its own laboratories through contracting agencies 
such as the groups of universities and so forth that are running the 
various laboratories. 

Mr. Srravss. That is correct, Mr. Hinshaw. There is a university 
contractor, or a group of universities are the actual administrative 
agents for the laboratories, although they are Government property. 

Repesentative Htnsnaw. The laboratories are Government prop- 
erty, but are the research physicists and chemists hired directly by the 
Government or by these organizations of universities ? 
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Mr. Srravss. My belief is they are paid by the university contracto1 

Mr. Nicuors. All of our big laboratories, like Los Alamos, Argonne, 
Brookhaven, Oak Ridge, are all operated by contractors, and the in- 
dividuals are on the payroll of the contractor, either the university o1 
industry. We have some, of course, relatively small operations, where 
we have some people on our own payroll, but by far the big bulk of the 
work is done by contract. 

Representative HOuirieip. That is my understanding, and it is my 
concern that this type of an operation be continued that causes me 
to explore this point, because I believe that the contracts which the 
Commission has let to the different universities that have been men 
tioned by General Nichols, have produced for us wonderful results. 
I would be very much concerned if I felt that this particular type of 
research contracting were changed to embark upon a new experiment 
with private contractors in private laboratories. 

Mr. Srravss. I have never heard any suggestion to that effect. 


Representative Houirietp. And | would also be concerned, sir. and 
I think we have reason for some concern, if a large amount of Saal 
contracts are let to military departments. And there is an indication 


of that in the new reactor that has been appropriated for for the 
Navy here in Washington in our recent appropriation bill which we 
passed in the House just a week or so ago. 

One of my reasons for concern is that there is another committee 
of the House at this time making an investigation—I happen to be a 
member of the subcommittee that is making it—the Committee on 
Government Operations, into the research program of the miltary 
departments, and to say that some of the things we are finding are 
in my opinion—I want to be conservative—are objectionable is to state 
it mildly. 

[ am hoping that the findings of this committee will be brought b 
fore the joint committee before we mark up this bill, because I believe 
that there is a tremendous waste at this time in the research operations 
of the different departments of defense, duplicating in many instances 

I also have evidence that many scientists are resigning and have 
resigned within the last 2 or 3 months from these departments of 
research in the military departments because they have - . place 
over them military personnel to replace civilian personnel in a dire¢ 
torial capacity. 

I will not go into this matter further, but I submit it at this time 
as the reason for my questioning and in the hopes that this informa 
tion of another committee will be made available to the committee. 

Mr. Srrauss. Mr. Holifield, I might state ry I have heard noth 
ing that would lend any color to that story, and I think T should say 
that from the very varliest ds ays of the Commission it has cooperate «| 
very successfully with the Office of Naval Research. Both the Com 
mission and the Office of Naval Research have jointly supported cer 
tain programs. 

There has been the greatest amity and most complete cooperation 
between those two agencies. I am not perhaps as familiar as I should 
be, I am not familiar in general, with the military research progran 

Representative Hotirrecp. I call your attention to the last line: 

The Commission is authorized to determine and charge fair prices for the 
conduct of such activities and studies. 
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Now Lam in favor of this. My question to your counsel at this time 
is, Does he believe that the judicial interpretation of the term “fair 
prices” is well enough established in law to be a guidance to you, or 
would you again prefer that Congress set up criteria or standards by 
which the Commission could be guided in determining what fair 
price is? 

Mr. Mrrceneyi. I would say, Mr Holifield, that I know of no series 
of judicial decisions that would give us any particular aid in inter- 
preting this phrase as expressed here. I would not want to speak for 
the Commission in saying that we ought to have some standards. 
It would be my belief that the Commission would probably have no 
objection to some kind of standards. 

Representative Honirtecp. I am referring now again to the Schecter 
case in which it was ruled that Congress failed to set up standards by 
which the administrative agency could perform its duty with a feeling 
of direction. 

Mr. Mireneuy. I think it is always desirable to have some guide- 
lines. Of course, in section 56 where there is reference to fair price 
to be paid by the Commission for a special nuclear material, we do 
have some guidelines. I think something like that might be desirable 
in section 33. 

Representative Houirietp. As you say, there is criteria set up 

regard to the purchase but not in regard to the distribution. 

Mr. Mrreneti. That is right, sir. 

Representative Hontrrevp. I call that to your attention for study 
and to report to us. 

Mr. Mrrcney. All right, sir. 

Chairman Cotz. There is a criteria, I think there is a criteria for the 
price that you charge for the special nuclear material. 

Mr. Mrrcne.. That is right. 

Chairman Corr. But there are no standards set, and it is such 
a nebulous thing I find difficulty conceiving any standards to be set 
for a service which the Government renders in allowing somebody to 
use its laboratories. There is such a variety of factors that may be 
involved. 

Representative Horirre.p. My thought on this is that under this 
section 33 the Commission is given authority to conduct for others 
through its own facilities activities. Now those activities may be 

very large because in section 31, in section 4, you have the whole field 
of industrial use, and therefore this might run into millions of dol- 
lars conceivably in a research and development reactor which you 
might be building for others than the Commission itself or furnishing 
the component parts or design and engineering data and so forth. 
So if I am unduly concerned I know a further study of it will reveal 
it, but I just call your attention to it. I do not ask for an answer on 
it at this time because I do not know the answer myself. 

My next section is section 44. My study of this section is that the 
Commission is given the authority to purchase any interest and facil- 
ity for the production of nuclear materials or real property without 
regard to the provisions of section 3709 of the revised statutes. Is 
that not the section that refers to advertising ? 

Mr. Srravss. I would like to ask Mr. Price to answer that, the 
deputy counsel. 
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Mr. Price. That is right. 

Representative Hoxirietp. That is on one condition. I mean that 
is a condition which you can ignore, “or upon the showing by the 
Commission that advertising is not reasonably practical.” 

Why is that second provision there when you are already given the 
power to ignore section 3709? 

Mr. Price. Mr. Holifield, that is substantially the same language 
that is already in the act with respect to contracts for research and 
for the operation of production facilities, and I think the intent of it 
has been and would be here that if the Congress is going to give us 
authority to ignore section 3709 we are not to do it capriciously but 
upon a finding that it is necessary not to have advertising either in 
the interests of common defense and security or upon a showing that 
advertising is not reasonably practicable. If advertising is reason- 
ably practicable and if there is no defense requirement that would 
eliminate advertising, presumably it would be the intent that we 
would advertise. 

Representative Hotirretp. Then would not striking out the word 
or” in line 13 give you what you want or is it necessary to have that 
in there? 

Mr. Price. I think “or” is right, sir. Either one of those findings 
would permit us to negotiate without advertising. 

Representative Houirteip. All right, now. Let us take a problem 
under this. Let us assume that a reactor is built by a private com- 
pany at a cost of, let us say, $30 million within the next 5, 6, or 10 
years and that during the time subsequent to the completion of that 
reactor a sudden new technique is developed which will produce a 
reactor at a third of the cost and at twice or more efficiency. Could 
the Commission under those circumstances buy this obsolete reactor 
and take it off the hands of the private owner in view of the fact that 
it is furnishing it its nuclear material at the time to run that reactor 
and furnishing other services to it? 

Would it not be possible for the Commission to take a white ele- 
phant off the hands of a private company, by willful violation on 
the part of the company of some of the terms of the contract and 
thereby forcing the Commission to take a white elephant off the 
builder’s hands? 

Mr. Price. Mr. Holifield, offhand I would not think that was the 
kind of purpose 

Representative Honirretp. No, I am not saying it is the purpose. 
I am sure it is not the purpose. If I thought it was the purpose | 
would be very much alarmed to have such a thing. I am asking you 
if it would be possible. 

Mr. Price. One thing it would have to be a production facility. The 
ordinary reactor that you are talking about is a utilization facility 
under this act. 

Representative Hoxrriretp. No, I am talking about a facility that 
will produce special nuclear materials, and I understand the Com 
mission is orienting itself toward the dual-purpose type of reactor 
which will produce, in addition to energy, nuclear material which 
the Commission under contract will be presumptively obligated to buy 
back from the company. 
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Mr. Price. I would think this is designed to give the permission, 
this flexibility, on procurement for things that the Commission needs 
for its program and not for the purpose of taking a white elephant 
off somebody’s hands. 

Representative HouiFieip. I certainly agree with you, sir, but that 
is not my question. My question is, Would it not be possible for a 
future Commission to do that ? 

Mr. Price. I do not know how to answer it categorically because 
this is a legal interpretation of a provision that I hesitate—I am sure 
it would not be intended. 

Representative Howtriretp. Let us go down to the last sentence: 

The Commission is further authorized to requisition, condemn, or otherwise 
acquire any interest in such production facilities, or to condemn or otherwise 
acquire such real property, and just compensation shall be made therefor. 

Now, what is just compensation for a reactor that cost $30 million 
and was destined for a life of 40 years according to this bill and was 
useless at the end of 8 or 10 years? What is “just compensation”? 
What would the courts say ? 

Mr. Price. This is in terms of condemnation where just 

Representative Hoxirienp. It is also in terms of “otherwise acquire.” 

Mr. Price. I think “just compensation” does have a meaning that 
relates to value. 

Representative Honirie.p. That is right, and it also has a meaning 
that relates to the cost of the facilities; does it not? 

Mr. Price. I would think cost might be an element of value in con 
sideration of just compensation. 

Representative Hotirreitp. Then unless some qualifying language is 
put in there we have here the white elephant clause, I call it, which 
would enable—and I am not saying you would do that—which would 
enable you to bail out some favored licensees in case they found them- 
selves possessed of an obsolete facility. 

Chairman Cote. I do not think there is any question but what tech- 
nically and legally that is what could be done. 

Mr. Price. Technically I suppose we could buy the facilities. 

Representative Honirtetp. That is what lawsuits are based on; is it 
not ¢ 

Chairman Cote. But I would call your attention to section 51 which 
says that no funds are to be authorized for the acquisition of any 
property without specific authority of the Congress. So the Congress 
would have an opportunity to look at such proposals. 

Representative Horirretp. Not necessarily. The Commission is 
awarded, is given, funds as a result of its application, setting up its 
budgetary requirements, and it is given wide latitude, wider latitude 
than any other agency of Government, in the expenditure of its funds. 

Chairman Corr. This provision that I have spoken of has never 
been in the law, and we propose to put it in. 

Representative Hoxtrretp. That may be so. 

Representative Van Zanpr. Mr. Chairman, would not the joint com- 
mittee review it also? 

Representative Houirretp. Did the joint committee have an oppor- 
tunity to review the naval reaction contract before it was agreed 
upon ? 
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Chairman Coe. No, not with any authority. I think the point the 
Congressman has raised is true, but we would have to consider legis- 
lation from the standpoint of extremes. 

Representative Ho.irretp. We have to consider legislation from 
the standpoint of writing it in such a manner that the public interest 
will be protected, and we are trying to do that, and if there is an area 
here that can be taken advantage of by an unscrupulous combination 
of either governmental individuals and/or private individuals, then I 
think it is something that we ought to clarify. 

If my point is not based right we can ignore it. 

Chairman Coe. It is my recollection and I ask you if my recollec 
tion is correct, Mr. Price, that the present provision of section 44 is in 
existing law. Pretty much it is in substantially the form that it is 
in now in 447 

Mr. Price. I think that is right, Mr. Cole. 

Chairman Core. Mr. Allardice has called my attention to the fact 
that it is now contained in section 5 (a) (5). 

Representative Hotirietp. But, Mr. Chairman, I would like to lay 
this ghost for all time, that the fact that language is brought over that 
lias been previously contained in previous laws and put into a bill with 
altogether different provisions is completely irrelevant. We have to 
consider the language that is in the bill as though this was original 
language. 

Chairman Cote. I would not agree that it is completely irrelevant. 
My only purpose in bringing it out is to indicate to the gentlemen and 
to others that this is not a new concept that is put in the atomic energy 
program. 

Representative Hoxirrevp. I realize it is not a new concept, but we 
have never been faced with the possibilities we are faced with in 
entering this new field. 

Mr. Price. I think, Mr. Holifield, this is a carryover of authority, 
and its purpose has been, and it has been used in this respect in the 
acquisition of facilities in connection with the construction of our 
plants. 

Representative Hoxirre.p. That is right. 

Mr. Price. We have used this authority. This says “any interest 

facilities.” 

Representative Hotirieip. But we are giving the Commission the 
right to license the building of reactors and the right to take those 
reactors over by the Government unless those people comply _ 
the terms of the contract. We are providing for that in the bill, s 
we must be aware of that new function of recapturing operating re- 
actors making electrical energy. 

That is to what I refer my remarks. 

Representative Hinsnaw. Mr. Holifield, if I might inquire whether 
a further spelling out of the words “facilities for the production of 
special nuclear materials” would satisfy the idea that you have in 
mind, because actually they are not authorized, as I understand it, to 
reacquire utilization facilities. 

Representative Horirrerp. These are production facilities we are 
talking about in section 45. 

Representative Hinshaw. That is right. 
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Representative Hoiirtetp. I think it can be fixed and our staff can 
fix it in consultation with the attorneys if it does need fixing. It is 
just a matter of clearing up the language for the benefit of making a 
good bill that I am exploring these points. 

Chairman Coir. But you feel that this authority to be retained by 
the Commission, the right to take property without the requirement 
of advertising and competitive bids and so forth where the Commission 
has a finding that that action is necessary in the common defense or 
where the Commission finds that advertising is not practical— 

Mr. Price. It has been very necessary. 

Chairman Corr. I know it has been in the past. I am saying in the 
future do you feel that the continuance of that is necessary ? 

Mr. Srravss. Is this a question directed to me, sir ? 

Chairman Corr. I think it would be since it is the Commission 
position. 

Mr. Strauss. I would think that it would be desirable to provide 
for a situation which might require prompt action by the Commission, 
which I presume would ‘have your confidence since this pr ivilege has 
not been abused in the 7 years of the Commission’s existence. Situ- 
ations might conceivably arise in the state of the world into which we 
are trending that this right be exercised without going through the 
form of advertising, and so forth. 

Representative Hoxtrieip. I am not against this section, I want you 
to understand that. I think you should have that power. 

Mr. Srrauss. I do not feel strongly on the point, Mr. Holifield. 

Representative Hortrre.p. I think it is very important that you do 
have the power to acquire facilities in time of war or for other 
reasons. 

Mr. Srrauss. We are certainly legislating for this unforeseen con 
tingency, but it is well to have it. 

Representative Hotrrretp, Sections 45, which is what I call the 
power section, which I might say I think is completely inadequate in 
many phases, and I am not going to go into a long series of questions 
on it because this can be taken up later possibly, but that is just my 
personal opinion as a member of the committee. 

Let me ask you if your understanding of this is that the Commission 
is given a congressional direction at this time not to engage in the sale 
or distibution of energy for commercial use except in a completely 
incidental way ? 

Mr. Srravuss. That is our understanding. 

Representative Hoitrretp. That is your underst anding. That is my 
understanding as to the meaning of the language. So this changes the 
present law where the Commission can produce power for its own use 
and sell that power in the commercial channels to a considerable extent ; 
does it not? It puts it on the basis 

Mr. Srravss. That is correct, Mr. Holifield, but as I testified at the 
opening of these public hearings, we have no intention of going into 
the power business. This byproduct power, to the extent that it is 
produced, will be interruptible power. It will be high in cost and 
comparatively insignificant in amount. 

Representative Horrrietp, You are referring, I suppose, to the five- 
reactor program which might produce it 
Mr. Srravss. Or anything that we can see ahead. 
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Representative Hoirrep. Any conversion of present facilities into 
the utilization of the heat for power purposes ! 

Mr. Srravss. That is right, sir. For example, a modification of 
existing producing piles would result in some power. 

Represent: itive Honirenp. This, of course, enters the field of policy, 
and this is in direct conflict with the philosophy which has built Gov- 
ernment power-producing facilities such as the TV A, Bonneville, and 
other great hydroelectric facilities. So it does enter the field of con- 
gressional policy as to whether the Government wants to utilize this 
technology which it has paid for and which it owns in fee for the 
purpose ‘of bringing cheap electricity to regions for the purpose of 
establishing yardsticks in high-cost areas such as it did in the Ten 
nessee Valley and in the Bonneville area, and its precludes the Gov 
ernment even though we have paid for this technology and even though 
within the next 5 years we build 5 reactors which solve this problem, it 
prevents them from ever giving to the people of the area directly the 
benefits of this Government tec ‘hnology, research, and development; is 
that not true? 

Mr. Strauss. No, sir; I cannot answer that question in that form. 

Representative Honirrevp. You cannot / 

Mr. Srravss. No, sir. 

Representative Horirienp. All right, sir. Answer it in your own 
form. 

Mr. Srrauss. I cannot answer it at all; it wasa me h, iguih Holifield. 

Representative Houirrevp. All right, I will break it up. At the 
present time we have acknowledged the right of the Chicesbibeti to 
utilize natural resources to set up power yardsticks in different regions 
in order that the people might have cheap power and industry might 
have cheap power in order that there might be a yardstick to evaluate 
the cost ? 

Mr. Strauss. I cannot answer. If you refer to the fact that the 
TVA, for example, which was established as I read the initial legisla 
tion for flood control and navigation has gone into power business and 
foresee that that is something which this section provides that the 
Atomic Energy Commission will do, I will say no, I cannot agree with 
that at all. 

I do not think that is envisaged, it certainly is not the intention as I 
understand the existing law that the Atomic Energy Commission shall 
be in the business of making and selling power. 

Representative Horirrevp. Is it your position then, I gather from 
your remarks, that the setting up of the Tennessee Valley Authority 
that the Government set that up for flood-contro] and nav igation pur 
poses and not for the dual purpose of also producing electrical energy ? 

Mr. Srravss. The electrical energy in the initial legislation was a 
byproduct. 

Representative Price. Will the gentleman from California yield? 

Representative Houirretp. Just a minute, please. 

Representative Price. On that point I think both of you may be 
confused. Original legislation on the Tennessee Valley Authority 
was considered by the House Military Affairs Committee and the 
electrical energy was not a byproduct but one of the important fea 
tures of it. 
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Mr. Strauss. Certainly the production of power from steam gen- 
erators Was not. 

Chairman Cote. Why are we getting into all this? 

ne HouirteLp, We are driving at your power section of 
the bill here. We are setting up policy here in the United States 
contrary to the policy set up already by numerous laws of Congress, 
and Tam explori ing whether we want to do this or not. 

Chairman Corr. In a question to Mr. Strauss you asked him if in 
this proposed bill we did not make substantial changes in the power 
aspects of the atomic energy program, substantial, to which Mr. 
Strauss replied in the affirmative, but I think Mr. Strauss on reflection, 
reconsideration, will say that the change is negligible because it is in 
the present Atomic Energy Act, authority, and the provisions as to 
the manner in which the Commission will dispose of byproduct 
energy. 

Where does this new change create any substantial difference over 
the present situation ? 

Mr. Srravss. I did not understand that Mr. Holifield’s question was 
as to whether there was a substantial change in the powers of the 
Commission under the law. I understood him to ask whether or not 
this meant that the Commission would engage in the large-scale 
manufacture and sale of power. 

If I misunderstood Mr. Holifield I am sorry. 

Chairman Coie, I thought the other way. 

Representative Horirrevp. I think my question was directed to the 
point that you were precluded by this section from doing that; that 
Was my question, sir; that this act is an act which precludes you 
from entering the production of energy for commercial use. 

Mr. Strauss. That is correct. 

Representative Horirrevp. Yes, I think that is clearly on the record. 
Now, sir, you questioned the use of the steam plants in the Mississippi 
Valley ? 

Mr. STRAUSS. No, sir. 

Representative Hottrretp. You made the statement, sir, I believe, 
that certainly it was not the intention of Congress for us to use coal- 
fired steam plants? 

Mr. Srrauss. I had no reference to the Mississippi Valley at all, 
Mr. Holifield. , 

Representative Hottrtetp. That is where we are using it. Excuse 
me, the Tennessee Valley. The Mississippi runs through it. 

Representative HinsHaw. The Mississippi River does not run 
through the Tennessee Valley, I assure you. 

Representativ e Houirrevp. I am only 200 miles off. 

Chairman Coxe. I insist that your position is debatable; I will 
defend you. 

Representative Houiriecp. All right. Let us get to the meat of the 
problem. The Congress has authorized the Tennessee Valley Author- 
ity to construct steam plants, I believe, for the production of energy, 
has it not ? 

Mr. Srravss. As far as I know. I am not very familiar with the 
Tennessee Valley Authority, Mr. Holifield. 
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Representative HoniFieLp. But you know that there are some steam 
plants constructed? I believe some were constructed at the time in 
Paducah ¢ 

Mr. Srrauss. Yes, and I am satisfied they were done by acts of 
Congress. My point was simply that I hoped that the Atomic Energy 
Commission would never be in the position of making and selling 
power as a business of the Commission. 

Representative Houirietp. Yes, sir. Well, — hopes, you are en 
titled to them, and they may be entirel justifie “d, but that is a matter 
of policy which Congress will have to decide, and this is what we are 
deciding in section 45 of the bill, and that is why I am asking for your 
testimony. You are familiar, I suppose, with the Ashwander case / 

Mr. Srrauss. No, sir, I am not. 

Representative Hottrtetp. Is your counsel familiar with the Ash 
wander case in regard to the Government’s right to produce and dis 
tribute and sell power ? 

Mr. Mircne.y. No, sir, 1 am not familiar with that. 

Representative Hoxirie.p. I will refer you to that because it is in 
volved here, the Ashwander case, in which the Supreme Court of the 
United States found that it was clearly within the province of the 
United States if it so desired to produce electrical energy and sell it 
to the industrial, commercial, and residential users of any area and 
upon that case it was thoroughly established the right of the Govern 
ment to do it. 

It is also the right of this Congress to preclude it in the atomic- 
energy field, but I think we ought to let the public know exactly what 
we are doing in this new field which may be the third great elec- 
trical source of ener gy we are precluding the Government doing it 
for the benefit of the people of the United States. 

Mr. Strauss. Mr. Chairman, Dr. Smyth has just called my atten 
tion to the fact that this language of course does not prevent the 
Congress from creating some other Government agency for the pur 
pose of producing nuclear power for sale. 

Representative Horrrieip. That is true. 

Representative Hinsuaw. I would like to state that it does not pre 
clude any other present agency of Government from constructing a 
nuclear powerplant and selling the power therefrom. 

Representative Hoiirtetp. That is right. 

Representative Hinsuaw. It simply keeps the Atomic Energy Com 
mission confined to the business that it was intended for originally 
and leaves any other production facilities for power up to any other 
agency of the Government that the Congress wants to authorize. 

Chairman Corr. Even including TVA. 

Representative Hinsnaw. TVA could be authorized to build a 
nuclear ; pomnepyeat and generate power therefrom. 

Mr. Srravuss. As you know, Mr. Chairman, the TVA has a stucly 
contract with the Commission at the present time, but that would not 
be the business in the Commission. 

Representtaive Honirietp. I agree with my colleague. 

Representative Hinsnaw. I think you want to amend the statement 
that it would prevent the Government from going into power. 

Representative Hotirrecp. Through the Atomic Energy Commis 
sion. 







































902 AMEND ATOMIC ENERGY ACT OF 1946 


Representative Hinsuaw. If you want to say through the Atomic 
Energy Commission, that is different. 

Representative Horirtetp. That is my statement; that is what I 
said. 

Section 56, the fair price section, Mr. Strauss, page 29. The com- 
mittee is attempting there to set up some criteria for fair price, and 
this has strictly to do—I am in favor of it, incidentally, if the words 
“fair price” can be sustained legally, but I ask you if the words con- 
tained in lines 1, 2, and 3 on page 30 “and may give such weight to 
the actual cost to producing that material as the Commission finds 
to be equitable” might not open the door wide to a very vague area 
of consideration of cost criteria which might affect the consideration 
of the value of the material for its intended use by the United States? 

Mr. Srravuss. Mr. Holifield, I did not realize that you had termi- 
nated your question. 

Representative Hoxirievp. I did not end it very well, Mr. Strauss. 

Mr. Srravss. In fixing this price the Commission, as you point 
out, is required to take into consideration the value of the material 
for its intended use by the United States and to give such weight to 
the actual cost of producing the material as the Commission finds to 
be equitable. 

Now the value might be as high or higher than the cost of produc- 
tion in our own facilities if, for instance, the material is needed for 
military purposes. It might be the fuel value for use in other reac- 
tors which have been licensed to other people. This section would 
give the Commission flexibility to establish a pricing policy with 
the idea that this would be both fair to the Government and would 
provide a stimulus to private enterprise. We believe this to be a 
fair section. 

Senator Pasrore. Will the Congressman yield ? 

Representative Horirrenp. Yes. 

Senator Pastore. Would that mean that for the same quality of 
material you may be paying more or less in one instance than in 
another at the same time ? 

Mr. Srravss. Let me give you a concrete example, Senator Pastore, 
not an actual case but a hypothetical instance. Let us assume that 
under certain circumstances we needed more of a special material 
than we were producing, had the facilities to produce, and we needed 
it in a hurry. 

Under those circumstances I do not think there would be any ques- 
tion but that we would be justified in paying more for this material 
to a private facility than it cost us to produce the same material. 
During wartime for example, we might pay more for copper imported 
from, say, Chile than the same copper was costing us in our own 
mines if we needed it badly. 

Senator Pastore. I can understand that very well if you needed 
it badly. Let us assume that you did not need it that badly. Under 
the standards of this section it would depend on the need of the 
Government for this special material and that you would have to 
take into account first what does it mean to this Government and 
second what does it cost to produce it. Therefore, in a normal situ- 
ation where you do not have this extraordinary need you would have 
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a situation where you would buy the same material from A at one 
price and at the same time be buying it from B at another price. 

Do you not think that that is going to create some confusion ! 

Mr. Srravss. My own distinction as between A and B, if neither 
A nor B are the Government, is that the identical price would prevail. 
But if A were the Government and B were the private producer it is 
conceivable that under certain cercumstances B might receive more 
than it cost A to produce. 

Senator Pastore. Say that again. 

Mr. Strauss. If A and B are private producers I can see at the 
moment no reason to justify paying any differential as between A and 
B, but if one of the producers is the Government and the other is a 
private producer under the circumstances that I mentioned to you a 
moment ago or something else like that, I can conceive of a payment 
to the private producer of a sum that might exceed the Government’s 
cost of producing that item. 

It certainly would not be a desirable thing to do over a long period 
of time. 

Senator Pastore. Of course then section 56 would not apply in your 
second hypothetical case. I was merely concerned about the first 
hypothetical case. In other words, unless the situation were extraor- 
dinary you would not envision any situation where you would be 
paying one private producer more money for the same material than 
another private producer ¢ 

Mr. Strauss. I cannot think of a circumstance where that would 
arise, 

Representative HinsHaw. Will the Senator yield / 

Senator Pastore. Yes. 

Representative Hinsuaw. Is it not perfectly reasonable to assume 
that the Government would not always pay the same price to every- 
body; that they would pay different prices depending on the price at 
which the material could be purchased? There is no set price which 
they will pay for anything. That is in the system of free enterprise, 
that there shall be a possibility of bidding upon material and offering. 

Senator Pastore. Yes, but at the same time you would pay the same 
price. I mean, for instance, supposing the Government were going 
to buy a certain item for stockpiling on January 1, 1966, you would 
expect that on January 1, 1966, it would pay a multitude of producers 
the same price for the same material. 

Representative RE Not necessarily. You would go into the 
wheat market on January 1, for example, and buy 1 million bushels of 
wheat at different prices. 

Mr. Srravuss. Mr. Chairman, may I amend my testimony, my re- 
sponse, to Senator Pastore in this respect? 1 think I may have mis- 
spoken myself here. Suppose a contract were entered into by the 
Government this year because the material was needed at a price and 
that this contract ran for a period of years and that within that period 
of time technology so developed or improved that the contractor com- 
pany can manufacture at a very much lower price. 

I think under those circumstances we would be justified in paying 
a lower price to B than A was receiving in the interests of the Gov- 
ernment, 
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Senator Pasrore. But then on the other hand this is where you are 
using B as a leveling force. But let us assume that A did not reach 
the same efficiency level of production as B, you mean you are going 
to keep him in business by giving him a price that is absolutely 
unreasonable in the market when you can buy the same material at 
u cheaper price, but you are going to give A the higher price? 

Mr. Srravuss. Not unless he had a contract, but if he had a contract, 
Senator, I think you would surely admit that no man can be respon- 
sible for the fact that technology overtakes him. The cost of many 
things goes up or down depending upon improvements in processes. 

Senator Pastore. But the point that I make, Mr. Strauss, I don’t 
expect this to develop into an argument because I think you are a fair- 
minded man who has the interests of his Government at heart. 1 
do not mean that at all. But I can see what an abuse could creep in 
under this standard. Of course, naturally it has to be the motive of the 
Government and the people who represent the Government to buy the 
best material at the cheapest price at all times. 

Mr. Srravss. That is right. 

Senator Pastore. Of course, this has gone up in such a way that not 
only does it put the Government in a position of paying a lower price 
to someone who has achieved a better quality of efficiency but actually 
leaves it in the hands of five people to come along and pay an ex- 
orbitant price for something because that particular seller has not 
achieved the degree of efficiency that he should have achieved. 

There is that in this law. 

Mr. Strauss. There is that in this law, but there is also a most likely 
possibility that subsequent contracts will be made at lower prices 
rather than higher. 

Senator Pastore. I hope that will be the motive of all the people 
who represent the Government. 

Mr. Srravss. It is the direction in which technology moves. 

Representative Hotirietp. Now, Mr. Chairman, this of course has 
brought up, has brought right out into the open, very clearly the fact 
that if the Commission as it will be authorized in this act is permitted 
to make contracts for 40 years’ time for the purchase of plutonium 
from these first. great initial reactors that will be built, and it has been 
testified before our committee that it is necessary to have 40-year con- 
tracts in order that they might finance in the normal course of their 
activities the financing of these 50 to 100 million dollar reactors, it is 
brought right out into the open that if the Commission avails itself 
of the authority of this bill and at this time in the changing technology 
of a new science and new art, if it does sign such contracts for the pur- 
chase price of plutonium at its present value that the changing 
technology will undoubtedly within a very few short years put the 
Government at a disadvantage, but the Government will be bound, as 
Chairman Strauss has said, by a contract unless in that contract there 
is written a formula whereby the purchase price of plutonium can be 
varied according to the change in the technology, and of course if that 
is done it means that it will handicap the private companies from 
building a reactor because they will thereby be denied a subsidy for 
an obsolete operation over the period of the 40 years. 

Now in oxiet to overcome that point I have what I think might be 
a constructive suggestion. Page 30, in line 1 
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Chairman Cote. Before you present it I think for the record you 
raised the question of whether there is any authority in this proposed 
bill conferring upon the Commission the right to commit the Govern- 
ment to purchase the product material for a period of 40 years. There 
is no such authority in the measure at all. If there is 1 would be 
happy to help Mr. Holifield eliminate it. 

Representative Hotirm.p. Well, now let us explore that point a few 
minutes, 

Chairman Core. The authority conferred by the bill to the Commis 
sion to grant licenses for periods not in excess of 40 years certainly 
does not carry with it the authority on the part of the Commission to 
commit the Government to purchase the product of that facility for 
the period of the license. 

Representative Hoxirietp. Let us explore that point a little bit. 
Let us clear this, and then I will yield. The chairman will testify, I 
think, that authority is given to the Commission to grant licenses for 
1) years to reactor builders, is that not true ¢ 

Chairman Core. That is right. 

Represenative Hoxirrerp. The Commission has testified that they 
are now turning their thoughts toward the dual purpose reactors 
which means the production of power by heat and plutonium as a 
product. There can only be one pure haser for that plutonium, and 
that is the Government of the United States and therefore if the dual 
purpose reactor is built and their cost analysis for amortization is 
based on the sale of plutonium to the Commission and the Commission 
contracts to take that as no one else can contract to take it. then I 
maintain that by a chain of events in the legislation that the Commis- 
sion would find itself in that position if it availed itself of the author 
ity given it under the act, and I would address my question to the 
counsel for the Commission and ask the counsel if that is a reasonable 
line of reasoning based on the contents of the bill. 

Mr. Mircnen.. Mr. Holifield, section 103c., which appears on page 
+1 of the print, refers to the permissible terms of licensing. 

Representative Hoitrieip. Yes, sir. 

Mr. Mircnent. And does provide that the license term may be up 
to but not exceeding 40 years. 

Representative Horirietp. Yes, sir. 

Mr. Mrrenei. However, section 55, which is on page 29, has to do 
with authorization of the Commission to purchase or otherwise ac 
quire special nuclear-materials. While I would not want to give you 
any conclusive answer on the point without studying it—— 

Representative Hoirmip. That refers to purchasing it outside the 
United States, sir. That does not refer to what I am speaking of. 

Mr. Mrrceueni. That may be right. 

Mr. Srravuss. Mr. Holifield, I think the real difference is this—— 

Chairman Coxe. 52 is the section. 

Mr. Srrauss. The maximum license term of 40 years is directly 
associated with the period of a contract for the special materials pro 
duced, and that is not necessarily true at all—— 

Representative Houirieitp. Wait just a minute. 

Mr. Srravss. In giving a license for a period, the maximum period 
under section 103c, it does not necessarily follow that you would con 
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tract to purchase, let us say, the plutonium produced during the same 
period at a fixed price. 

Representative Horirietp. That is true; it does not necessarily fol- 
low, but you are given permission to do so. 

Mr. Srravss. I do not read that into the statute. 

Representative Hoiirretp. You mean to say that the Commission, 
if a dual purpose type of reactor was licensed upon which the builder 
depended for two sources of income to justify his capital plant invest- 
ment, 1 the sale of energy and 1 the sale of plutonium, that the builder 
himself would not require a contract for the purchase of plutonium ? 

Mr. Strauss. I cannot say what the builder might require since 
such a negotiation has never taken place. 

Representative Hoxirrecp. But the act would permit you to do it, 
would it not ? 

Mr. Srravuss. I do not think so. The act permits us to license for 
a period of 40 years, but I do not know of anything in the act that 
permits us to contract for the purchase of plutonium: for 40 years. 

Representative Horirrerp. You do not know of anything that would 
prevent you from contracting for 40 years? 

Mr. Strauss. Counsel says there is no prohibition that we could 
contract for the purchase of the byproduct. 

Representative Horreretp. That is the point I am getting at. 

Chairman Core. Where is the authority of the Commission to com- 
mit this Government to any firm financial, fiscal, obligation for a 
period of 40 years other than for the purchase of electricity ? 

Mr. Mrrcnety. I do not think the bill does provide that in those 
terms. - 

Chairman Corr. Of course not. 

Representative Ho.teretp. It does not provide specific terms direct- 
ing you to do that, but I maintain that the bill permits permissive 
action of that type by the very authority given in the Commission 
to be the only purchaser of plutonium and to be the determining 
factor as to how much and how long you need it and what price shall 
be paid for it. 

Chairman Corr. There is nothing in this bill that authorizes the 
Commission to commit the Government for the purchase of fissionable 
material for any length of time. 

Mr. Strauss. We have to obtain the appropriation in order to do it. 

Representative Hottrtetp. But there can be in the contract, accord- 
ing to this law. 

Mr. Strauss. How can we commit the Government to a purchase 
without an appropr ition? 

Chairman Corr. You cannot commit the Government to anything 
beyond a period of years without express statutory authority. W it- 
ness section 164, which specifically gives the Commission authority 
to commit the Government to buy electricity for periods up to 25 
years. There you have specific authority, but in the absence of spe- 
cific statutory authority the Commission has no authority or right 
to commit the Government by way of contract for any period - of 
years. 

I would like to have one of our counsel show me where they do 
have that authority. 

Mr. Mrircuetw. I think that is right. 
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Chairman Core. When they do show me that authority I am going 
to strike out section 164. 

Mr. Srravss. The record should show some place that this is not 
our bill, and we are talking about a piece of legislation, defending a 
piece of proposed legisl: ation, as to which we are, shall I say, the bene- 
ficiaries, but not the authors. 

Chairman Coir. You are the foster parents. You may not be the 
natural parents. 

Representative HorirteLp. I would not want you to deny the spon- 
sorship of the bill because in 108 pages of testimony in glowing terms 
you expressed your approval of it. 

Mr. Strauss. But we expressed reservation. 

Representative HoiirteLp. But not reservations on this point. 

Senator Pastore. I think my question is directed more to counsel 
because I think this point should be clarified. I do not say there is 
any expressed authority to do anything in this act, but certainly there 
isno prohibition. Now you start out with these two predicates. Num- 
ber one, the Government retains under the provisions of this bill all 
title to all the byproduct of special material that is produced any- 
where by anyone, am I right in that ? 

Mr. MircHe.. Yes, sir. 

Sentaor Pastore. No. 2, it gives these people who have the right 
to produce this special material to which the Government has com- 
plete title in fee simple the period to do so for 40 years? 

Mr. Mrrcnetx. That is right. 

Sentaor Pastore. Now will you tell me wherein in this bill do you 
find any prohibition against the Commission entering into a contract 
when it gives the license for 40 years to enter into a contract to buy 
it back at a particul: ir price for a period of 40 years ¢ 

Chairman Cote. I will cite you the authority. The Constitution 

says that there will be nothing exc ept for military purposes for the 
defense of this country, no appropriation for more than 5 years or 
some such period as that. 

Senator Pastore. Well, now, an appropriation is different than 
an agreement to buy. An agreement to buy is a binding agreement 
between two people. Now whether or not the Government comes 
along and appropriates the money to substantiate that agreement is 
another thing, but you have to show me in this particular bill where 
there is anything that prohibits the Commission from making a 40- 
year contract to buy it back at a special price. 

Mr. Paros. Senator Pastore, I think we ought to look at both sec 
tions 52 and 56. Section 52 says that anybody who lawfully produces 
this material shall be entitled to a fair price paid to him by the Com- 
mission. Section 56 gives criteria for fixing the fair price. 

Now I think our problem is that the bill is silent as to when we 
determine the fair price. Do we determine it at the beginning of the 
term or do we determine it every year or every five years? 

Senator Pasrore. Therefore, according to the provisions of this 
bill you could determine that fair price at ‘the beginning of the period, 
and you could have that period for 40 years; am I right or w rong ‘ 

Mr. Price. I am just not sure because the bill is silent on when we 
determine. 
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Chairman Coie. You know very well the Commission does not have 
the authority to by contract commit the Commission to any obligation 
for a period of 40 years, 

Mr. Price. Except that I do not know the full effect of this man- 
date of the bill that says we shall pay a fair price. 

Representative Paice. That is a very important point. 

Chairman Coir. Mr. Holifield has a proposal that may clear the air 

little bit. 

Representative Houirietp. As a country haberdasher and not as an 
attorney, I think we might be able to apply some language on page 
30 after line 1 after the word “United States” as follows, and I will 
read it as though it were put in and all the language after the “United 
States” is striken from lines 1, 2, and 3: 

The Commission shall take into consideration the value of the special nuclear 
material for its intended use by the United States and the lowest cost of pro- 
ducing such material at alternative facilities except in the case of emergency 
use in the interests of national defense and security such determination shall 
be made annually. 

Now I do not say that that solves it as a lawyer would solve it, but 
this tries to get to the point at issue, which is not to let by implica- 
tion, because you grant a man a L{)- year license on a dual- purpose 
reactor and you have the right to buy and you are the only one that 
has the right to buy, and I would say the refore you have the obliga- 
tion to buy because you cannot stac k plutonium out in the backy: ard, 
it has to go some place. It has to go only one place, and you know 
it is the Government. We have a problem here, and I think we can 
solve it, but there is no use in saying we do not have the problem. 

Senator Pasrore. For one moment, Mr. Hinshaw, just to make 
one point, I do not go along with Mr. Holifield on that because the 
situation may arise where it may be profitable to the Government to 
make a long-term agreement. I am not directing myself to that. I 
am merely saying what can be done and what cannot be done. 

It may be advantageous to the United States Government to make 

. 40-year contract. Lam just saying it could be done. Iam not saying 
every contract whe reby you determine the price every year is better 
to the Government. It might not be better. But inasmuch as the 
Commission has the authority to make these longer range agreements 
I think what we ought to do is insert some provision whereby these 
provisions will be filed possibly with a committee of Congress so that 
the Congress will know what kind of agreements are being made from 
day to day on the purchase of this plutonium material. 

I think the safeguards in here ought to be that there ought to be a 
filing of a copy of those contracts or agreements with the joint com 
mittee in every case they are made, 

Mr. Srravss. I think that the Commission would not only accede 
to that gladly, but I would think that we have a standing present 
e xisting commitment to do it without the express 

Senator Pasrore. The s safeguard ought to be there so that if the 
question is raised the people will always be apprised through the 
medium of their Congress as to what kind of agreements we are going 
into because a long-term agreement may be better than a short one, 
but the facts ought to be known to the Congress because we may come 
to a situation where it would be profitable for us to tie up a contractor 
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for 40 years because the circumstances may be such that we would profit 
more by doing it that way, but that agreement ought to be recorded 
so that when future appropriations have to be made at least it can be 
said by the Commission, “We told you about this when we got into it. 
You cannot renege.” 

I think it would be better for you and for us. 

Mr. Strauss. It would certainly comport with what the Commission 
considers its duty. 

Chairman Coxe. Let that not represent a tacit understanding that 
this committee expects you to make commitments for the purchase of 
this for long periods of time. 

Mr. Strauss. I understood the question directed to me by Senator 
Pastore was whether or not the Commission would be willing to file 
with the committee. 

Chairman Coreg. I know, but I did not want that promise on your 
part to indicate an expectation on your part at least to mean that the 
Commission would engage in long-term contracts for the purchase of 
this material. 

Mr. Srrauss. Nothing of the sort is contemplated at the moment. 

Senator Pastore. I want the record to show that that was not my 
intention. I am only stating the public interest and welfare of this 
proposition because you have this terrific leeway, and the public should 
be apprised as to what is going on. I am not amending or suggesting 
that you do anything. 

Representative Hinsuaw. Mr. Chairman, will the gentleman yield 
briefly ? 

Representative Hotirtetp. Gladly. 

Representative Hinsuaw. I would not be surprised. if the control- 
ling language were on page 24, beginning in line 19, which reads: 

Any person who lawfully produces any special nuclear material, except pur- 
suant to a contract with the Commission under the provisions of section 31 or 42— 
which is the ownership and operation and producing facilities sec- 
tion— 
shall be paid a fair price, determined pursuant to section 56, for producing such 
material. 

Now that sentence, as I understand it, in the first place requires that 
the Government purchase all that the person produces and, second, 
that he shall be paid a fair price for that production regardless of 
whether the Government wants it or not. 

Representative Hotrrretp. That is right. 

Representative Hinsuaw. Whether they want the material or 
whether the price is satisfactory. 

Representative Hottrtevp. That is why I want some additional 
language in section 56 to which it refers. 

Chairman Corr. I would like to suggest that the end of the sentence, 
“shall be paid a fair price, determined pursuant to section 56, for 
producing such material at the time of the transfer of special 
material. 

We do not need to talk about it. 

Representative Houirtevp. I think we are aware of the problem. 

Representative Hinsnaw. Is it conceivable that the Commission 
would reach the time when it would not want to purchase plutonium, 
when we had a sufficient supply of plutonium for all purposes? 
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Mr. Srrauss. Everything is conceivable. I cannot picture it on the 
assumption, Mr. Hinshaw, that atomic energy is going to be a grow- 
ingindustry. It is conceivable that a time might come when you would 
have all the oil you needed or all the coal you needed or too much, but 
I do not think that in our economy we can look forward to that. 

Mr. Nichols would like to supplement that. 

Mr. Nicnors. I think that, looking in the crystal ball, at least you 
can assume that if we have too much plutonium and it reaches such a 
low price that it reaches fuel price, where you lower the price to the 
point where power becomes a fuel; that is a level which you seek. 

Representative Hrnsnaw. You are required by this language to pay 
a fair price. 

We do not need to talk about it. 

Representative HoriFrerp. I think we are aware of the problem. 

Mr. Nicnors. That may be the fuel price; that may be the deter- 
mination of what the fair price is, the fuel price. In other words, 
where you put it in a reactor and it competes with coal. 

Representative Hinsnaw. That would again depend on the level 
at which you set the price. 

Mr. Nicnors. I was disagreeing with the statement that some day 
we would have so much plutonium we would not need any more. 

Senator Pastorr. The time that day arrives you have the standards 
under 56 that we will give that no value. You could actually put a 
concern out of business, could you not? They have all this plutonium 
to sell that they have produced, and you say in determining fair price 
that we have two standards, two predicates. 

Number one, how much does the Government need? We do not 
need it. How much does it cost you to produce it? So much. You 
could actually put somebody right out of business. 

Mr. Nicwors. What it should be including resale for fuel; that is 
your ultimate limit as to the real value of the material. 

Representative Hinsnaw. I think we ought to consider whether the 
Government should guarantee to purchase this plutonium for any 
length of time, and this is for all time. 

Mr. Srravss. Mr. Hinshaw, this bill will be amended many times 
before we reach that happy state, if we ever do. 

Representative H1nsnaw. The Government is morally committed in 
these contracts that it may enter into for dual-purpose reactors to pur- 
chase the byproduct plutonium and other nuclear products, this special 
material, and it seems to me that we ought to consider whether the 
Government should be thus committed to purchase the special mate- 
rials, byproducts of these reactors, for all time to come, even at any 
price. 

Mr. Srravss. For all time to come, surely not. 

Representative Hrnsuaw. Certainly that is what this says. It 
says, “Any person who lawfully produces any special nuclear material, 
except pursuant to a contract with the Commission under the provi- 
sions of section 31 or 42, shall be paid a fair price, determined pur- 
suant to section 56, for producing such material.” 

Chairman Corn. That is in conformity and compliance with the 
principle of treating special nuclear material as Government property 
and denying private ownership of it. 

Mr. Srravss. That is right. 
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Chairman Cote. If you accept that as the basic premise, which ap 
parently has been done, it has not been seriously disputed, There have 
been some witnesses who resisted it, and the Commission itself has 
said that ee *y would rather have private ownership attached to nuclear 
material, but the committee felt otherwise, especially in view of the 
international situation, but in carrying out that basic concept of the 
Government owning the special nuclear material and denying private 
ownership, if you are going to put the stuff to work at all you have 
to provide some mi: arket for the special nuclear material, and we pro 
vided that for all time in the future as far as this bill goes the Govern 
ment will buy the special nuclear material at a price determined by the 
Commission to be a fair price, and I think that price should be deter 
mined at the time the Government takes the material. 

Senator Pastore. Would there be any objection to that being writ 
ten into the law? Do you see any disadvantage in the suggestion 
made by the Chairman / 

Mr. Srravuss. If it were at the time the Government takes, which 
would mean really not only from year to year but might almost mean 
from month to month, it would preclude making any contract for a 
set price for any period of time. 

Chairman Corts. That is the extreme, of course. It is not antic 
ipated, reasonably anticipated, is it, that a private user of nuclear 
material would be turning over to the Government his byproduct 
nuclear material as freque ntly as every month / 

Mr. Srrauss. Every time that his fuel was reprocessed. However 
often that would be would dlepend on the type of reactor, and so 
torth. 

Representative Hinsuaw. I should like to say this, that these people 

who have come, certainly before the Subcommittee on Research and 
Development and have come before the full committee and testified at 
more or less length have almost all of them required some kind of 
agreement with the Government and the Commission for the purchase 
of byproduct material in the form of special material as it is defined 
in this act, and I would understand from those gentlemen who pro- 
pose to build reactors for the production of power that they cannot 
commit themselves to this considerable investment unless they do have 
a firm contract for the purchase of byproduct special material; that 
that is one of the considerations of their entering into the power field 
with a reactor, and I think that this committee should give very 
serious consideration to whether or not they would be willing to enter 
for some definite period of time into such contract, say for the life of 
the reactor or the expected life of the reactor, in which the Govern- 
ment would purchase byproduct special material at specific prices or 
whether the Government should say, “We will not agree to purchase 
at any particular price,” and therefore the price of the energy which 
you can realize from these reactors will have to be set high enough 
to enable you to completely write the equipment off in say 40 years 
without regard to the price of plutonium. 

That is the whole question. If you want to set the price high for v 
the power that they are going to produce, why, then of course you se 
no prices at all, or from time to time altered prices, or whatever you 
want for the byproduct special material. If you want to enable them 
to go ahead and build the reactors and produce cheap power, then you 
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have to subsidize them in the form of a contract for the repurchase of 
the special material produced, at a fixed price. 

Representative Houirteip. Mr. Strauss, this problem at this point 
indicates some oi: the legislative labor pains which this committee is 
having in trying to give birth to an unsubsidized private industry in 
the atomic energy field. 

Chairman Core. Are you through with that subject ? 

Representative Honirietp. Not quite but almost. I am at a point 
where I will be through by 30 minutes after 12. 

Chairman Core. All right. 

Representative Ho.irrexp. I believe that in your testimony you ex- 
pressed that there would probably not be a stampede for dual-purpose 
plutonium reactors for 40 years? 

Mr. Srravss. I cannot recall testifying in that precise vein, Mr. 
Holifield. 

Representative Ho.irretp. Some testimony was given to our com- 
mittee. 

Chairman Corg. Senator Pastore used that. 

Senator Pastore. I used the word “stampede,” and I reiterate what 
I said, there will not be a stampede. 

Representative Hortrretp. I might say that if you have a 40-year 
contract for plutonium at a high enough price that there might be a 
different attitude. If you do not have the 40- -year contract for a 
price sufficient to amortize the plant investment cost of the reactor, 
then I will agree with Senator Pastore. This point is very pertinent, 
this point of the dual-purpose reactor and the long-time obligation 
of the Government to purchase same. 

When did that change of policy occur to this Commission? In a 
speech which one of the Commisioners made to industry I think that he 
indicated very shortly, just a few weeks ago, that the Commission 
was pointed toward favorable consideration of power-producing re- 
actors without strong accent on the dual purpose. 

Now there has been a change of policy according to your testimony 
in which you indicated that you now are turning in the other direction, 
not that you had arrived there but were turning in that direction ? 

Mr. Srravss. No, I think not exactly that, Mr. Holifield. I am 
trying to locate the precise language. I testified last summer in the 
open hearings before this committee just after I was reappointed to 
the Commission. I did not go along with the statement of policy is- 
sued by the Commission earlier in 1953, which was to the general 
effect that the dual-purpose reactor was out. ” 

In that connection I stated that Iwas not prepared to rule out the 
possibility of plants designed to produce weapons and plutonium as 
a byproduct of power. I pointed out that the Commission’s policy 
statement was not intended to preclude such dual-purpose plants as a 
possibility so much as to emphasize the greater desirability of plants 
which would be economically justified in terms of their power pro- 
duction alone. 

Now the Commission is not turning to the dual-purpose reactor and 
away from the reactor to manufacture power solely. But our position 
is that we have reopened for consideration the dual purpose field. 

Representative Horirretp. What page was that on your testimony? 

Mr. Srravss. Pages 15 and 16, sir. 
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Mr. Nicuors. I made this recommendation to the Commission that 
we explore—— 

Representative Hotirrevp. I think it should be explored; I am not 
against that. 

Mr. Nicuors. Buying plutonium and buying U-233. I do not do 
it solely with the idea of reopening the dual-pur pose quest ion. Leon 
sider every reactor as dual purpose. No matter what reactor you have 
you are going to have to buy the materials produced in that reactor. 

Represent: itive Houtrtetp. That is true. 

Mr. Nicuors. I do not reopen this question primarily from the 
premise that we would have the so-called dual purpose, which as I 
understand originally mean a reactor which was designed to pro 
duce plutonium and would have a byproduct of power. I have been 
thinking of it as any reactor for power must have a byproduct of 
plutonium or 233, and I felt we must reopen the whole question of 
pricing and how do you sign such a contract in addition to a license. 

In going into that T agree with Senator Pastore there may be certain 
advantages in setting a price initially during the period. For ex- 
ample, if we could find out from the military that they could foresee 
their needs for 10 years we might set the price base for the first 
5 or 10 years—I think you need special authority for this—the price 
set for the first 5 or 10 years and then drop it to whatever would be 
the true value, whatever would be to the best interests of the Gov 
ernment, 

Representative Hoxirievp. I think it is a field that you have to ex 
plore, and I am certainly not against your exploring it, and I have 
no objection to any point that is made in Admiral Strauss’ testimony 
on this subject, but I am pointing out that you are turning from a 
previous concept, it seems to me from previous testimony and speeches 
of the different Commissioners, toward this concept which was once 
considered and rejected, and is now being considered again and maybe 
rightly so, I am not criticizing it, and that if you do go into this dual 
purpose field I want to point out that there are certain things that 
should be watched ver. carefully, and that is the element of subsidy 
contained in the price of plutonium which you buy from these people. 

Another thing I think is that the public should have de —— notice, 
even more definite notice than these hearings will furnish because 
hearings are not read by everybody, but the Commission should come 
out and make a firm policy statement on that matter so we will know 
when and if and so that everybody will have a chance to compete 
for the building of the dual-purpose reactors if you decide to go into 
them and accent plutonium production even to a degree more than 
that that is incidental to a reactor which is turned toward energy 
production alone. 

To use figures which may be meaningless, some types of reactors 
might recover 50 percent of their costs from energy sales and 50 
percent from plutonium or any degree of variance in between the 100 
percent. So when those decisions are made I think it is important that 
they be made more definitely than is made in this testimony of this 
committee. 

Mr. Nicuots. I certainly agree with you. 

Representative Horrrrecp. I know you have agreements to study 
this. 
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Mr. Srravss. Yes. 

Representative Hovirrecp, It is premature to ask you for a conclu- 
sion. 

Mr. Srravuss. We also make public any intention to go out for new 
bids, 

Representative Hoxrrieip. Is it not true that all the study groups 
that have been set up except for the Dow Detroit group and lately the 
General Electric group have been oriented toward the one-purpose 
reactor rather than the dual-purpose ? 

Mr. Srravss. Yes, but we must not overlook the fact that some- 
thing over a year ago, I suppose in the spring of 1953 or the fall of 
1952 there were other industries, notably Monsanto, who were inter- 
ested in the dual-purpose reactor at that time. They may again; we 
have “eo heard from many recently. 

Mr. Nicuotrs. I talked to Charles Thomas and Dr. Hafstad, head 
of the Division of Reactor Development, has been authorized to start 
discussing this with the other study group not on the premise that it 
is a policy but on the premise that it is to explore it. It started with 
the idea of perhaps there is something to this. 

My recommendation was that if we have better data that if the 
Commission decides to change the policy, we would be on a better 
basis. 

Chairman Corr. It has reached the hour when we should recess for 
the lunchtime. Is it agreeable to you, Mr. Chairman, and your asso- 
ciates, to return here to this same room at 2 o'clock? 

Mr. Srrauss. Certainly agreeable to me. 

Senator Pastore. Mr. “Chairman, before we make a decision, it js 
pretty hard for us to meet here during the time when the Senate is in 
session. Should a vote come up we cannot get back in time. Unless we 
get a central point I am afraid that that decision will rule me out, and 
I would like to be present. 

Chairman Coir. We will have signals flashed over here. We will 
have a conveyance standing by. I quite agree with you. You are 
entirely right, and IT am not being facetious at all. We will have a 
vehicle available for you. 

Representative Hotirretp. We cannot get the other room ? 

Chairman Cote. We cannot get the room. 

Senator Pastore. I will see. 

Chairman Coir. Urge as many of the other fellows as possible to 
come. 

(Whereupon, at 12:30 p. m., the committee recessed to reconvene 
at 2 p. m., of the same day.) 


AFTER RECESS 


(The following members of the committee were present: Repre- 
sentatives Cole, Holifield, Van Zandt, Price, Hinhsaw, Durham, and 
Patterson, and Senator Pastore.) 

Chairman Corr. The committee will come to order. 

We will proceed with the Commission’s testimony right where we 
left it at the morning session, at which time Mr. Holifield was inter- 
rogating the gentlemen of the Commission. 

epresentative HinsHaw. Mr. Chairman, while my colleague from 
California is looking for his place in the record, I wonder if I might 
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question concerning the effect of lines 20 to 22 on page 39, which is 
chapter 9, section 91, of the bill? 

Referring to line 16: 
the President from time to time may direct the Commission—(2) to authorize 


the Armed Forces to manufacture, produce or acquire any atomic weapon or 
utilization facility for military purposes. 


My attention has been called to the fact that subparagraph (d) on 
page 6, line 4, defines the term “atomic weapon” to mean “any device 
utilizing atomic energy, the principal purpose of which is for use 
as, or for development of, a weapon, a Weapon prototype, or a weapon 
test gor: Does that make possible the transfer of the facilities 
for the production of special material from the Commission to the 
Armed Forces 

Mr. Srrauss. I had assumed, Mr. Hinshaw, it meant to manufa 
ture, is authorize the Armed Forces to manufacture, propulsion units 
for vessels or to manufacture reactors of the type that we have been 
describing as package reactors and perhaps for other purposes of 
military application which have not as yet been developed. Does 
that answer your question ? 

Representative Hinsuaw. | want to go into this carefully because 
it looks to me to be important. 

Mr. Strauss. | believe you directed your question to me or any of 
the Commissioners, and they might have some additional points. 

Representative HinsHaw. Let me finish with you, and we will ask 
them. The language is that the President may from time to time 
direct the Commission to authorize the Armed Forces to*manufacture, 
and so on and so on “any atomic weapon.” Now the term “atomic 
weapon” means san) device ene atomic energy, the principal 


purpose of which is for use as, or for development of, a weapon, a 
weapon prototy pe, or a Weapon test device.” 
Now that says “utilizing atomic energy.” Presumably the Presi- 


dent may direct you to authorize the Armed Forces to manufacture 
any atomic weapon. Could that mean—I do not mean you presume it 
means anything—but could it mean that he could direct you to author- 
ize the Armed Forces to manufacture the special material that is used 
in an atomic weapon as well as the components ? 

Mr. Srravss. I think that is a legal question, Mr. Hinshaw, which 
I would like to have the assistance of counsel in answering. 

Mr. Price. Mr. Hinshaw, in view of the special definition of special 
nuclear material, and the definition of “weapon,” I think we would 
not regard this as encompassing the production of fissionable mate- 
rials in the gaseous diffusion plants and in the Hanford-type plants. 

As a matter of fact, while there are two ch: anges from the existing 
law in that sentence, I think only one of them chi anges the effect, the 
word “atomic weapon” is in the present bill, whereas the existing act 
uses in its place “any equipment or device utilizing fissionable material 
or atomic energy as a military weapon. 

We have alw. ays thought those words meant a weapon. 

Representative Hinsniw. Then you will examine the definition on 
page 6, line 4, which says: 

The term “atomic weapon” means any device utilizing atomic energy, the 
principal purpose of which is for use as, or for development of, a weapen, a 
weapon prototype, or a weapon test device. 
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Then “atomic energy” is defined in the paragraph just preceding to 
mean “all forms of energy released in the course of nuclear fission or 
nuclear transformation.” That does not mean by any means “nuclear 
material” or special material. It means the energy that is released ? 

Mr. Srravss. That is right. 

Representative HinsHaw. I would gather that if you were author- 
ized as contained on page 39, subparagraph (2) on line 20, or directed 
to authorize the Armed Forces “to manufacture, produce” an atomic 
weapon that that would include the manufacture of special material 
because that is not contained in this definition. 

This says “utilizing atomic energy” not atomic material. 

Mr. Srravss. But utilizing atomic energy as a special weapon, so 
it has to be that kind of device if it is going to be an atomic weapon. 

Representative Htnsnaw. It is for military purposes, of course, be- 
cause a weapon is only for military purposes or supporting purposes. 
What I am getting at is I do not believe that there is excluded from 
this subparagraph (2) a possibility that the Commission might be di- 

rected by a President to authorize the Armed Forces to manufacture 
fissionable material. 

Mr. Strauss. Mr. Hinshaw, going back to page 6, line 4, the defini- 
tion. 

The term “atomic weapon” means any device utilizing atomic energy, the prin- 
cipal purpose of which— 

which I construe to refer not to atomic energy, but to an atomic 
weapon— 

the principal purpose of which is for use as, or for development of, a weapon, 
a weapon prototype, or a weapon test device. 

If my understanding of that construction is correct then you are 
not concerned with the definition in (c) immediately preceding. It 
has not anything to do with material ; it has to do with the end product. 

Representative Hinsnaw. That is right; and I might state to you 
that the military when before this committee recognized that they 
would have the right to manufacture ev erything but the core—that 
is, that they could make the case and other insides of a nuclear we: upon 
and that they would have authority to make everything but the core, 
but I conclude if they have the authority to make everything but the 
core that they also have the authority under this language to manu- 
facture the core. 

Mr. Strauss. As you know, Mr. Hinshaw 

Representative H1nsnaw. That is, they would have the authority if 
directed by the President. 

Mr. Srravss. As you know, they are now making certain nonnuclear 
components of weapons. 

Representative HtnsHaw. I would assume so. 

Mr. Srravss. By direction of the President. 

Representative Hrnsuaw. But by direction of the President could 
they not under this language also manufacture the rest of the weapon 
and the core and the special material from which the core is made? 

Mr. Mrrcuet. It seems to me, Mr. Hinshaw—— 

Representative HinsHaw. Where is the line of demarcation? Where 
do we stop? 

Mr. Mircuett. To my mind there is a careful exclusion here of 
production facilities which is separately defined. It seems to me 
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that this language clearly contemplates weapons and utilization facil- 
ities but not production facilities. 

Representative Hinsuaw. Well, it has been suggested that we take 
the term “utilization facility” and study that. 

Chairman Cote. Let me interrupt. If there is any doubt of the 
interpretation of the construction, let us put in something that would 
remove any doubt. I do not think there is disagreement of our objec- 
tive. Nobody proposes that the President at any time would have 
the authority to transfer the responsibilities of the Commission with 
respect to the production of nuclear material from the Commission 
to anybody. 

If that is in doubt let us put something in that removes that doubt. 

Representative Hinsuaw. That is what I suggest; that there be 
no opportunity for transfer of that function of the Commission par- 
ticularly to the Armed Forces as I for one am very anxious to see 
to it that this great source of energy remain under civilian control 
and not go under the military. 

Mr. Srravss. There is certainly no recommendation from the Com- 
mission for any change in that particular, Mr. Hinshaw. 

Representative Hinsnaw. An amendment has been suggested to 
that section as follows: 

“Nothing in this section shall give the Department of Defense any authority 
to manufacture or produce any special nuclear material other than incidental 
to the operation of utilization facilities or to manufacture, produce, or acquire 
any production facilities. 

Representative Duruam. Why do you not make it simpler than 
that? After the word “purpose” make it not for production purposes. 

Representative Hortrtecp. It goes beyond that. 

Representative Durnam. I am in agreement, of course. I think 
you have to have some word in here like utilization to cover it. You 
have to have some language that could cover that; otherwise we 
find ourselves without a way to use the facilities. 

Mr. Srravss. That is covered in here, utilization facilities for mili- 
tary purposes. 

Senator Pastore. Merely as a suggestion, what would be wrong 
by adding parentheses after “weapons”, “(exclusive of nuclear 
material)” ? 

Chairman Cote. Special. 

Representative Hinsuaw. You have to have utilization facility. 

Senator Pastore. Then you go on “or utilization facilities.” 

Representative Hinsuaw. Except special material. Now we might 
ask the other members of the Commission. 

Mr. Srravss I am afraid that sounds a little ambiguous. 

Mr. Mrrcnet.. I think we have to look at section 42, and I agree 
with Chairman Cole that this is something that needs study but cer- 
tainly could be worked out. 

Representative Hrnsuaw. I would appreciate personally having 
the assistance of you gentlemen in figuring the thing out. Do the rest 
of the Commissioners want to speak to that subject? 

Mr. Strauss. Since we are in accord can we leave this to staff to 
try and find mutually satisfactory language? 

Representative Hrnsuaw. I yield the floor. 

Representative Houirrmerp. Mr. Chairman, I want to explore this a 
little further because I think we are all in favor of the President from 
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time to time directing the Commission to deliver such quantities of 
special nuclear materal or atomic weapons to the Armed Forces for 
such use as he deems necessary in the national defense. 

I do not believe any of us are in contradiction on that point. But 
it is in the section 2 that concerns me there where it says— 
to authorize the Armed Forces to manufacture, produce, or acquire any atomic 
weapon or utilization facility for military purposes. 


Then when we go over to the bottom of page 9, we see the definition 
of the term “utilization facilities” means— 
any equipment or device, except an atomic weapon, determined by rule of the 


Commission to be capable of making use of special nuclear material in such 
quantity 


and so on— 


or any important component part. 


This in effect means that the President can authorize the Armed 
Forces to manufacture within the term “utilization facilities, reactors 
or other devices” which might not be of a military nature such as a 
weapon but might be of military use indirectly. It would seem to me 
that this is one of the points that we want to cover in order that we 
do not have a wide Defense Department development of items such as 
is contained in the definition of “utilization facility,” which are not 
weapons. 

Then it might be well for us to strike the language on page 39 from 
line 20 down to line 22 or preferably to strike the words “utilization 
facility” out of that and take the utilization facility and place it up 
in line 18 after the word “weapons” and then it would be a direction 
of the President to deliver such quantities of such special nuclear 
material or atomic weapons or utilization facilities. 

In other words, if they needed in Greenland a package plant which 
I think would come well within the utilization facility definition, the 
President would erder the Commission to contract for one, have it 
constructed and delivered to them up there, and this would keep the 
Commission in the business of developing these utilization facilities 
and delivering such as are needed, but not put the Defense Depart- 
ment into the business of manufacturing. Do you get it? 

Mr. Srravss. I follow that, and I am wondering whether you see 
the implications of it. Let us assume that nuclear propulsion for ves- 
sels instead of being the exception with these prototypes, becomes 
the rule. Should the Commission be charged with in effect building 
the propulsion units for a fleet? Should the Commission be charged 
with providing the propelling plants for the aircraft program 
eventually ? 

If package reactors are successful and are stationed all over the map 
by the military, should the Commission be in the business of making 
them one like the other and delivering them in quantity, or should this 
not be treated like anything else that becomes conventional ? 

Representative HotirteLp. This is the problem that faces the com- 
mittee to decide. My thought was that the manufacture of peace- 
time facilities should be in the hands of civilian control. rather than 
in building up the Department of Defense in the manufacturing 
business. 
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Now I assume that perhaps | rom envisage the handling of this mat- 
ter such as the handling of the / Vautilus. How was that handled? 
Was that handled by a Navy contract with General Dynamics? 

Mr. Strauss. The Electric Boat Co. built the hull, and I think the 
Westinghouse Co. built the reactor. I may be incorrect. 

Representative Hoxtrrretp. Who contracted with the Westinghouse 
Co. to build that engine? Did the Department of Defense or AEC? 

Mr. Strauss. AEC. This was a prototype affair, but it would be 
reasonable to assume that if, let us say, we were going to build 50 
of them while the military would have to get the fissionable material 
for them, and the President would have to authorize its transfer 
either under this language or under the act as it presently stands. 
But the actual business of duplicating a thing many times would 
be done by the Department of Defense. 

It is on that thesis, as a matter of fact, that they make nonnuclear 
components of certain weapons. 

Representative DurHam. Could we separate this on the definition 
of one that we milk and one that we do not milk? Would that be 
possible? I can see your point, that when we get into this produc- 
tion of large quantities of airplane engines we do not want the Com- 
mission in the business of passing on every airplane that is requested 
by the Defense Department, do we ? 

Mr. Strauss. I should not think so. 

Representative Durnam. We would be under this language, would 
we not? 

Mr. Strauss. No, sir, under this language, Mr. Durham, the Pres- 
ident could authorize, let us say, the Air Force to make it, and as 
suming that a satisfactory prototype had been developed, one that 
they were willing to bet on, he might authorize the Commission to 
transfer a certain amount of nuclear material to the Air Force and 
authorize the Air Force to go ahead and build the powerplants. 

Representative Durnam. The whole problem, of course, is the 
question of whether or not that reactor would produce fissionable 
material. In other words, one that we can milk. 

Mr. Srravss. I see what you mean. I totally misunderstood you. 
Yes, undoubtedly there would have to be an arrangement between 
the Commission and the Armed Forces to take care of refueling 
such reactors, and that refueling would mean in all likelihood that 
the nuclear material would continue to pass through the hands of 
the Commission. 

Representative DurHam. We might come up with an efficient reac 
tor that. would produce a lot of fissionable material. Then they 
would be in the production business, of course. If you had a very 
efficient reactor we would want to put it in a position of being useful ; 
that is the question involved here. We do not want to get this in 
the hands, the production part of this thing, into the hands of the 
military ; that is the point. 

Mr. Strauss. There is a question I had not previously thought of. 

Representative DurHam. In other words, we do not want the Pres- 
ident. to be able to authorize the Army to build a reactor that they 
can milk. 

Mr. Srravss. I think, Mr. Durham, that the arrangement between 
the Commission and the Navy Department which perhaps might be a 
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matter for another occasion to be discussed would be a prototype of 
the kind of arrangement that would be entered into in each of these 
cases and which would assure you that control of the fissionable mate- 
rial involved has not left the area in which you are seeing it retained. 

Representative Hinsuaw. I would like to call attention to the fact 
that at the present time according to my understanding the Navy De- 
partment is authorized to build in its own yards a certain proportion 
of its ships, I think it is 10 percent or 20 percent or something like 
that. 

Mr. Srravss. I do not know the percentage of that. 

Representative H1nsuaw. It used to be the Air Corps, now the Air 
Force, might manufacture some certain proportion of its airplanes, 
but it was required by law to divest itself of its manufacturing facili- 
ties that it used to have and to contract for those with manufacturing 
facilities for the building of airplanes. 

Now that was required by the Congress, and this on the other hand 
would open it up wide again to their manufacture 100 percent of cer- 
tain facilities, you see? Now that is the thing that we want to avoid, 
that I want to avoid in any case, and to see to it that the Military 
Establishment insofar as possible restricts itself to the functions of a 
military establishment and not to that of being a manufacturing busi- 
ness. 

Mr. Mircuet.. I think section 42a on page 19 is also significant in 
this respect. 

The Commission, as agent of and on behalf of the United States, shall be the 
exclusive owner of all production facilities other than the facilities— 
and the categories are enumerated. 

Representative Hinsuaw. I did not get that line. 

Mr. Mrrcnety, Page 19, section 42a. 

Representative Hinsuaw. Yes, but I think the Supreme Court has 
held that language subsequent to certain language in an act may 
modify the language that is preceding. 

Mr. Mrrcnett. I think the point probably needs to be clarified. 
My only suggestion was that the intention of the bill as I read it was 
not to permit what has been suggested might flow. 

Representative Hinsnaw. You would have to place in this pro- 
hibition section “nothing contained in this act or any other act shall 
preclude or authorize.” 

Mr. Mircuety. That is why I suggested that perhaps we need to 
study the relationship of 42 (a) to 91 (b) and we may need additional 
language. 

Representative Htnsuaw. Very good. Thank you. 

Representative Horirterp. Mr. Chairman, the next section I want 
to take up is 102 for a few minutes. What is your understanding of 
that section, Mr. Strauss? 

Mr. Srravss. Just a moment, Mr. Holifield, until I find the precise 
language. 

Representative Horrrretp. Page 40, section 102. The reason I 
bring this question up is because we had testimony on this matter in 
which quite a number of the industrial people objected to the delay 
which would occur in the granting of licenses under that section be- 
cause it requires your making a finding of practical value for indus- 
trial or commercial uses before issuing a license. 
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As I remember, that is the way they testified. 
Mr. Srravss. That is the way it reads. 
Representative Hoxirieip. As I read the language, I understand it 

to mean that you shall make a finding in writing; that any type of 
utilization or production facility has been sufficiently developed to be 
of practical value for industrial commercial purposes. Is that the 
way you understand it? 

Mr. Srravuss. That may be the intent. It is not what the language 
specifically says. It does not impose an obligation on the Commission 
tomake the finding. It assumes it. It says— 
whenever the Commission has made a finding in writing that any type of utiliza- 
tion or production facility has been sufficiently developed to be of practical 
value for industrial or commercial purposes, the Commission may thereafter 
issue licenses for such type of facility. 

We thought that was a significant feature of the bill because it 
was an assurance that after the practical value of any type of ee 
reactor had been demonstrated any qualified person might apply for 
and receive a license to engage in that use subject, of course, to over- 
riding considerations of safety, security, and of course the availability. 

Representative Hotirietp. The provision of section 103, but I find 
myself in difference with you because I think this presupposes that 
you have made a finding in writing. 

Mr. Srravs. That is right. It says whenever the Commission has 
made. 

Representative Honiureip. Therefore you must make that finding 
before you issue the license. 

Mr. Srrauss. As a condition precedent. 

Representative Honirtecp. All right. Now this brings us to the fact 
that you have never been able to make a finding that we have reached 
a point of practical value, and therefore you have not been able to 
rive the 7b report because you have never been able to make that 
Finding? 

Mr. Strauss. If the word “practical” is also construed to mean eco 
nomic that is true. 

Representative Hormrexp. Do you think this will preclude you from 
issuing any licenses under section 103 then until it has been estab- 
lished to be a practical value? 

Mr. Srravss. That would be my lay construction. I would like 
to ask counsel. 

Mr. Mircuett. I think that is the result, yes, sir. In the meantime, 
presumably we would be issuing licenses under section 104. 

Representative Hotirreitp. The research—— 

Mr. Mrrcuery. Research and development. 

Representative Hortrreicp. Research and development, but that is 
in the field of medical therapy. 

Mr. Mircuett. I do not think it is limited to medical therapy. 

Representative Horrrreip. Section (c) on page 43 would bring in 
utilization and production facilities “useful in research and develop- 
ment” and (b) 

Mr. Mircuety. (b) is the type which would lead to the demonstra- 
tion of practical value. (b) as I see it are these intermediate reactors 
which are on the way to the 103 situation. 

Representative Hortrretp. Would that be in reference exclusively 
to the so-called five reactor program or would it also include any 
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other reactors which private concerns might want to build in this 
next interim period ? 

Mr. Mrrcenei. Actually it would not be the 5-year program at all 
because we would not license the 5-year program; that is a Com- 
mission activity. 

Representative Hoxirie_p. But that is a research and development 
type program. I know you do not have to license yourself. But I 
mean that type of reactor to private groups such as the Dow-Detroit 
group and other groups that are interested in building reactors. 

Mr. Mrrcnerzi. That would be the 104(b) situation. 

Representative Hortrrep. Well, that would be then in the research 
and development field. 

Mr. Mircuenn. Yes, sir. As I say, in this particular context, 104(b) 
is pointed specifically to leading to the demonstration of practical 
value, 

Senator Pasrorr. Why do you need that at all? 

Mr. Nicnois. For example, if Dow-Edison or one of the other study 
groups wanted to carry forward an experiment you would need this 
104(b) where they actually wanted to build a reactor which would 
demonstrate power. You would license under this arrangement where 
they could go ahead. 

Representative Ho.iieip. I do not want to go over ground which 
I think has been covered before, but you are in agreement with me that 
the issuing of such research and development activities leading to the 
demonstrations of practical value that those licenses shall be issued 
in such a way that they can later be converted into a commercially 

Mr. Mrrcnetu. I would state it a little differently, I think. I am 
not sure that I think of it as converting the license but rather than 
the proposals in the 104 license would not be inconsistent with sub- 
sequently licensing under 103. 

Representative Horrrretp. So that if these licenses are granted to 
these firms and there is a mingling of Government and private finance 
for the purposes of research and development then there will be a 
later opportunity for that firm to acquire that facility for commercial 
use providing it is economic and they want to acquire it ? 

Mr. Mrrcuett. Yes, sir. 

Representative Horirretp. Then I ask you at that time 

Chairman Corz. Did you answer “yes, sir”? 

Mr. Mrrenetu. If I understood the question right. 

Chairman Coir. Do you understand that licensees under 104(b) 
will be using Government money? Of course not. The question 
presented by Mr. Holifield assumed that the licensees would be using 
Government money. 

Mr. Mrrcnety. You are perfectly right. 

Chairman Corr. These licenses contemplated under 104(b) will 
not have a cent. 

Mr. Mrrcnet. I was thinking of the 5-year program. 

Representative Hoxrrrerp. Then I am to understand that any 
research and development licenses in this field then will not con- 
template the mingling of Government and private funds? 

Mr. Mircue.i. I would think not. 

Representative Hottrre.D. Well, now this is quite a serious question. 
We are doing that with the Westinghouse program, and we have 
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set a precedent for mingling of Government and private funds, and 
assuming that there will be a joint effort on the part of Government 
and private industry to get these commercial type reactors working 
then my point is involved. 

Mr. Mircneny. I think the difference is between a license and a 
contract. The Westinghouse situation is a Commission contract—104, 
as I see it, is licensing of a private activity which is something 
different. ; 

Representative Hovirrep. Well, as long as there is a clear under- 
standing on it. Then my understanding and yours is that on any of 
these reactors for which licenses will be granted to private industry 
that it is not the intention of Government to help them financially. 

Mr. MitcHett. Well, I would hesitate to answer-—— 

Chairman Coie. Your answer has to be that. 

Mr. MircHett. When you say no Government help financially, Mr. 
Holifield, that isa pretty broad question. 

Representative Hinsnaw. The capital investment. 

Representative Hoirtep. Capital investment or the research and 
development—that is, without charge. I am speaking now from a 
subsidization standpoint, not from the standpoint of you furnishing 
them services for which you charge. 

Senator Pastore. So that the record may be straight, let me get 
this straight in my own mind. The first phase of this would be a 
license for the purpose of research and development but not for the 
production of energy ¢ 

Mr. Srravss. That is right. 

Senator Pasrore. Once you have accomplished that then they have 
to come back, and when the Commission has made a finding as a con- 
dition precedent then you issue a license for the building of a reactor? 

Mr. Srravss. Under a totally different section, under section 102. 

Senator Pastore. I am not talking so much about the section as 
the procedure that will be followed. 

Mr. Srravss. That is true. 

Senator Pastore. So in the beginning at best all this is going to be 
is a research program ¢ 

Mr. Strauss. That is all this contemplates. 

Senator Pastore. And that all this will have to be passed upon by 
the Commission before you can do anything about building a reactor 
on the part of the private industry ? 

Mr. Srravss. I should think so. 

Representative Hrysuaw. I think you can build a reactor under 
104b, if necessary, but it looks to me as though you can under 103. 

Mr. Srravss. That is before it has become practical, before it has 
been developed to be of practical value. 

Representative H1insuaw. That is right. After the building of 
the reactor, you can issue a 103 license as I get it. For example, let 
us take an example. I do not know just what the capacity of the 
Westinghouse PWR reactor is supposed to be—— 

Mr. inwe Say 60,000. 

Representative HrnsHaw. All right, 60,000 kilowatts. That is not 
as I understand it, what is anticipated to be a commercial affair in the 
sense that it is highly economical. 

Mr. Srravss. It might be economical in some other part of the 
world, but it would not be where it is being located. 
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Representative Hinsuaw. That is right, and it would take a reactor 
anywhere from 150,000 to 300,000 kilowatts capacity to be in the eco- 
nomical running at this time certainly, but that as a project the 60,000 
reactor, 60,000-kilowatt reactor, is being built mostly with Commission 
funds? 

Mr. Srravuss. With substantial assistance on the part of the con- 
tractors who wish to participate and figure that the participation has 
that much value in it. 

Mr. Srravuss. What their motives are—— 

Representative Hinsuaw. They must figure that it has that much 
value, possibly more under the profit motive certainly, and no one 
needs to say when they expect to realize on that profit. Then the 
Commission could authorize the running of that reactor and would 
authorize the running of the reactor even though it were uneconomical ? 

Mr. Srravuss. Yes. As you are aware, Mr. Hinshaw, there is a 
cancellation clause in that arrangement without penalty. 

Representative Hinsnaw. The gamble is taken mostly by the Com- 
mission but also by industry in the hope that power reactors may 
be developed that will be of ultimate value to the entire United States, 
I take it. 

Mr. Srrauss. I think it is a very fine arrangement which is bound to 
yield a great deal of information of value to everybody. 

Representative Hoxrrrmexp. In section 103 for commercial licenses 
which are not to exceed 40 years and may be renewed afterward so 
that makes them practically unlimited licenses, that has been dis- 
cussed this morning at some length, and we went into some of the 
prevleam that are involved because of the property rights of the 

xovernment being retained in the nuclear material and the obligations 
to purchase the issue from the reactor factor. 

1 would say this, and then I will leave that particular point, that 
unless the potential built-in subsidy feature as outlined in the conversa- 
tion this morning is taken care of. that this bill will provide the means, 
and I am not saying that this Commission would do it, but it would 
pearide the means of doing something which I personally do not 

elieve might be in the public interest. 

Now I want to go to section b on page 4 of the commercial licenses 
and without reading the whole thing, unless it is necessary, the whole 
of section b, I want to point out that the words “and for no other 
purpose” at the end of line 21 actually provide a limitation against 
the Government use of such information for any commercial or indus- 
trial purposes which the Government might want to use it for. That 
is my understanding of the language. 

Mr. Srravss. I do not know what those words were put there for. 

Representative Hoxiriep. I say if that meaning is clear as I have 
stated then we are putting an unnecessary restriction upon the Gov- 
ernment and prohibiting it from using information which may have 
been developed in these facilities and turned over to the Government 
for weapon uses but for other purposes we are being excluded from 
the field, and it is a question of policy as to whether we should be, 
but I call attention to the fact that that is what the language does in 
my opinion. 

Chairman Cote. It is my recollection of the purpose of that expres- 
sion again that it is to prevent, the sentence before it under subpara- 
graph (3), requires that the licensee make available to the Commis- 
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sion any information or data that may flow from the operation of 
this license. It permits the Commission to use that data, that informa- 
tion, for purposes of the common defense and security but imposes 
on the Commission an obligation that they shall not pass that informa- 
tion on to outsiders in order to protect the property right, the com- 
mercial right, which a licensee as a developer of a new procedure, new 
idea, should properly have. 

Mr. Srravss. In that respect certainly eminently fair. 

Representative Hoxirtetp. That was the purpose of the section, | 
realize, but the section goes far beyond that, and I point out that if 
it is only the purpose of the section to protect trade information that 
other language should be written in, and this all-embracing phrase 
should be deleted. 

Now if it is the purpose of the bill, of course, to build up further 
prohibitory language against the Government using any of this infor- 
mation in its own facilities for its own purposes, why, then that is 
something else again. That is not a policy I agree with, but I think 
we ought to be clear on what we have here. 

I call attention of the counsel to that language and ask for an expla 
nation at a later time. 

Mr. Srrauss. We have taken note of that, Mr. Holifield, and we 
will do so. 

Representative Hontrreip. Section 104 we pretty well discussed in 
our previous discussion, but I point out one thing, that there is no 
limitation on the size that these research and development activities 
can be licensed for; that it goes far beyond the prototype size and goes 
into an unlimited size, and if there is any mingling of funds it would 
be a matter of financing in advance of a full-size reactor. 

Representative Hinsuaw. Mr. Holifield, I call your attention to the 
fact that a prototype is a full-scale development, not a small-scale 
development. 

Representative Hoxirretp. I used the word incorrectly; I should 
have said “experimental type.” Thank you, that is right. But my 
point is still made by correcting my language. 

Section 104 taken in conjunction with 41, section 41 and section 42, 
in my opinion prohibits the Commission from any research and devel- 
opment on its own unless it is research with very minute quantities of 
special: nuclear material. I think it is a little complicated. 

Mr. Srravuss. I cannot follow you. 

Representative Hoririexp. I admit it is a little complicated, but 
I am not asking for an answer at this time. I am asking the counsel 
to check that and see if it is right. 

Mr. Mircnetn. Very well, sir. 

Representative Hoxirretp. If my interpretation of section 104 in 
connection with 41 and 42 is right, then the Commission would be 
sharply circumscribed in its research and development activities. 

Mr. Srrauss. So would the Commission. 

Chairman Cote. I think it would be helpful if you can indicate to 
Mr. Mitchell the parts of those sections, 41 and 42, which would bring 
about the interpretation which you placed on them. 

Representative Hoxtrretp. I will have to read it, I am afraid. 
Beginning in section 41 on page 19— 
no person may manufacture, produce, transfer, acquire, import, export or 
transfer, or receive in interstate commerce any production facility, except to 
the extent authorized by section 42. 
48184—54—pt. 2——24 
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Then in section 42: 


The Commission, as agent of and on behalf of the United States, shall be the 
exclusive owner of all production facilities other than facilities which (1) are 
useful in the conduct of research and development activities in the fields speci- 
fied in section 31, and do not, in the opinion of the Commission, have a poten- 
tial production rate adequate to enable the user of such facilities to produce 
within a reasonable period of time a sufficient quantity of special nuclear mate- 
rial to produce an atomic weapon; or (2) are licensed by the Commission pur- 
suant to section 103 or 104. 

Now I submit if ownership of production facilities, if the Com- 
mission is prohibited from being an owner of production facilities 
that are specified other than those which are specified in section 31 
and those that are licensed by the Commission pursuant to sections 
103 and 104, I cannot see where there is any field left for the Com- 
mission to own and operate production facilities. 

Mr. Mrrcnetu. I would be glad to study the point. 

Representative Horrrrecp. It is complicated, and I may be wrong, 
but because of the negative type of language construction 

Mr. Mircnen.. It occurs to me offhand that the word “person” 
does not include Commission. 

Representative Hotiriecp. That is right. 

Mr. Mrrcenenz. So that the Commission is not within the prohibi- 
tion of section 41. I would be glad to study it further. 

Senator Pastore. Does that not actually mean that only the Com- 
mission can be the owner of those facilities that can produce enough 
for atomic 

Mr. Mircneti. That is right. 

Mr. Srravuss. That is right. 

Senator Pastore. Other than that it has to be less than that? 

Representative Hoiirtetp. Could I hear that explanation again? 

Senator Pastore. This language means that only the Commission 
can own that type of facility which within a reasonable time can 
produce sufficient special material to make a weapon. 

Representative Horirietp. Then you prohibit the whole field of 
private ownership of reactors ¢ 

Senator Pastore. And prohibits everyone else from having any 
facilities that can produce within a reasonable time fissionable mate- 
rial to make a weapon. 

Representative Hoxtrrerp. That is the point I am getting at. 

Mr. Nicuots. Unless they are licensed on page 20, lines 7 and 8. 

Mr. Srravss. Or are licensed by the Commission pursuant to these 
sections 103 and 104. 

Representative Ho.irietp. Then you take a position that the Com- 
mission can continue to own facilities large enough to produce nuclear 
material in quantities sufficient to make weapons? 

Mr. Strauss. That is the way it reads. 

Mr. Price. Yes, sir. 

Representative Ho.irreip. That is the way I want it to read. 

Chairman Core. Is there any doubt in anybody’s mind? 

Mr. Srravss. It is absolutely clear. 

Chairman Coxe. If there is any doubt let us cure it because that 
is what we have been working for for 10 years. 

Mr. Srravss. Since counsel has raised it and since we all appear to 
be unanimous as to what we desire—— 
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Representative Hotiriecp. 1 am not in disagreement with that 
myself, but I want to be sure that it does do that. 

Chairman Cote. To me it is very clear. It says that the Commis- 
sion as representative of the United States Government shall be 
the exclusive owner of all production facilities. 

Representative Houirietp. Except. 

Chairman Core. Production facility has a specific meaning. The 
Commission is the owner of all production facilities except three 
kinds: That production facility that makes an insufficient quantity of 
material; that production facility which is licensed under section 
103; that production facility that is licensed under 104. All others 
are owned by the Government. 

Mr. Price. And all it says about those three is that we are not the 
exclusive owner of that type, but we and other people can own that 
type. 

Representative Hoxirievo. I think section 103 as changed this 
morning Will make it possible for you to own that type, but I do 
not think it would have made it unless we changed the last words of 
the section this morning. 

Senator Pastore. It ought to say “and no one else excepting the 
Government can own such facilities,” in the positive rather than in 
the negative. 

Representative Hourrrevp. Now in section 109 the exclusion from 
licensing. As I understand it, no department of the Armed Forces 
will be required to obtain a license from the Commission to do the 
things prov ided for in this section. 

Mr. Srravss. That is what its says. 

Representative Hoxirretp. And I believe Mr. Hinshaw’s concern 
and my concern with section 91, if that is taken care of then I have 
no objection to this because otherwise this would open the door for 
the military to manufacture and produce a great many things which 
I do not think they ought to go into. But if that section is not taken 
care of, why, then of course I will have some concern about this 
section. 

Mr. Srrauss. I thought we were agreed that it would be. 

Representative Horrrietp. I think this has been agreed. 

Representative Hinsnaw. What is intended by the language in 
line 5 on page 47 which says “the construction or operation of facili- 
ties under contract with and for the account of the Commission”? It 
says “facilities.” It does not say production facilities or utiliza- 
tion facilities. It does not say anything except “facilities,” which 
is very broad. 

Chairman Coxe. I know lots of answers, but I do not, I confess, 
know the answers to everything. 

Mr. Mitcuem. I do not think it extends our authority other- 
wise than we have it elsewhere in the bill. It simply says as I read it 
that where we do have authority to contract we do not have to issue 
a license for the operation. 

Representative Duruam. You do not have to get a license to build 
a reactor if you want to build it yourself ? 

Mr. Mrrenety. That is my understanding. 
Senator Pastore. Where are we reading? 
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Mr. Srrauss. Page 47, Senator, line 5, starting with (2) : 

Nothing in this chapter shall be deemed to require a license for the construc- 
tion or operation of facilities under contract with and for the account of the 
Commission. 

In other words, if we are doing a piece of work ourselves we do 
not have to go to all the trouble of issuing a license for that particu- 
lar piece of work. 

Representative Duruam. Why is that necessary ¢ 

Chairman Cote. Because in the bill a construction license is required 
for the construction of a utilization facility. 

Mr. Price. And a production facility. 

Chairman Cote. Here it says that if a construction is for the Com- 
mission—— 

Mr. Srrauss. We like to see it in the bill so that if the question 1s 
ever raised it is answered. 

Chairman Coir. I thought Mr. Hinshaw’s question was raised as to 
what do you mean when you say “facilities” ? 

Representative Hrnsuaw. I understand. 

Chairman Corr. I do not. What do you mean when you say “facili- 
ties”? 

Representative Hinsuaw. Production operation, utilization, any 
kind of facility. 

Mr. Price. I assume any facilities that are otherwise required to 
be licensed in this act. If it is something being built for the Com- 
mission, then a license is not necessary. 

Mr. Srravss. Is it in the definitions at all? 

Chairman Corr. So long as we understand that the word “facili- 
ties” here refers to either a production facility or utilization facility. 

Mr. Price. Yes. 

Representative Hoxirteip. Now the language in section (b): again 
there is no use to go into that in view of our determination or our 
thought this morning that we would change the section of section 91 
that Mr. Hinshaw and I were concerned with, but I point out some- 
thing to you in section (c) and this is a problem that we have all 
wrestled with. This appears to say that the Commission shall not be 
required to issue a license for any activity within the United States 
which in the opinion of the Commission would result in the production 
of special nuclear material beyond an amount needed to meet national 
requirements, including the requirements for distribution under sec- 
tion 53 or 54 as determined by the President and such conservation of 
special nuclear material as the Commission may determine to be nec- 
essary in the national interest. 

I suppose that would refer to stockpiles in the latter part. 

Chairman Corr. No; that is a very important distinction because 
if the factor of consideration by the Commission were a determination 
based on what is needed for common defense and security, the bill 
would have said so, but it did not; it used the expression, “What 
does the Commission feel is needed in our national interest?” Then 
it brings in many other considerations besides stockpiling such as the 
quantity of material for fuel. I fancy that this subdivision (c) will 
never be realized. 

Mr. Srravss. But this does provide discretion so that all comers 
do not have to be licensed. 
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Chairman Corr. But it does put a safety valve if the time ever 
comes when Government, somebody in Government, decides we have 
enough fissionable material then it does not require Government to 
buy fissionable material or ‘o issue licenses to people which in turn 
will make this stuff. It is simply an eventual safety valve. 

Representative Hinsuaw. Is that a cancellation prior to the termi- 
nation of a contract in which the Commission has agreed to purchase 
fissionable material as a byproduct of a power setup? 

Mr. Srravss. You used the word “cancellation” ? 

Representative Hinsuaw. Is that a pitesible cancellation in advance 
of a contract? 

Mr. Srravss. This has to do with the issuance of the licenses and 
not with the termination of a license. 

Representative Honirrecp,. Admiral Strauss, is it not true that this 
authorizes the Commission to make a determination at a certain point 
when we have enough for domestic distribution and enough for for- 
eign distribution as determined by the President and that the needs 
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4 of the United States, and I assume that the 
J “and such conservation of such special nuclear material as the Commission 
may determine to be in the national interest 
I assume that we always want to provide for a stockpile, and I assume 
; that that refers to that, that particular language, and if it does not 
I would like to have it explained ot me. 
So in effect it does give you some possible time in the future to refuse 

: to issue additional licenses? 
’ Mr. Srrauss. Yes; to refuse to issue additional licenses. I see 
j nothing in it having to do with cancellations. 
Representative Hinsuaw. I understand that now. 
; Representative Ho.irrecp. Then if you enter into a number of 

10-year licenses to allow private industry to build reactors and if 


according to the bill you are required by law to pay a fair price for 
: the plutonium, will you not in effect freeze into a static condition the 
number of operators who can have reactors notwithstanding the fact 
that they might be qualified, they might have the money, they might 
apply for a license, but if it involved the production of nuclear 
material which you were obligated under the bill to buy, would it not 
in effect, the exercise of that limitation there, freeze a certain limited 
number in the field of production of plutonium? 

Mr. Srravss. Yes; and this exercise of limitation would presumably 
be made in the national interest just as today in the national interest 
there are public authorities that limit the number of telephone com- 
panies that can operate in an area or the number of powerplants or 
the number of railroads that can operate in a given area. 

Representative DurHam. Yes: but that 40-year contract is renew 
able without you licensing them again. 

Mr. Srravss. No; it is not renewable at the option of the licensee. 
It is renewable by agreement but not at the option of the private 
company. 

Representative DurHam. But you are bound by agreement to renew 
it; are you not? 

Mr. Srravss. No, sir. 

Chairman Corr. The Commission may renew it. 
Representative DurHam. May. 
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Representative Hinsnaw. Incidentally, in that connection, Admiral 
Strauss, my attention has been called to the fact that a good many 
of these utility properties are financed on a 50-year basis rather than 
a 40-year basis, and the question is whether or not this number should 
be made 50 instead of 40. 

Now I do not know the details on this; perhaps the testimony that 
you have before you or your own knowledge would lead you to some 
understanding of that sort, but I think that the subject is worth con- 
sideration and recommendation by the Commission as to whether or 
not we should change it from 40 to 50. 

Mr. Srravuss. Mr. Hinshaw, my long experience in the banking 
business gives me this much right to speak. The fashion in the ma- 
turity of bonds changes as often as the interest rate. Not for the 
same reasons. But occasionally it is possible to sell very much longer 
securities than others because investors prefer them. It really has a 
minimum amount of bearing on the actual depreciation of the 
property after 40 years have passed whether it is 40 or 50. 

Representative HrysHaw. Of course, most of these public utilities 
operate under some sort of franchise, either local or State, and if 
they are interstate, why, they operate under a certificate, I guess, 
from the Federal Power Commission. What is the general term 
time or renewal time required of these certificates of public conven- 
ience and necessity? Is it 40 years, 25 years, or 50 years? 

Mr. Srravss. I do not know the answer, but I would be glad to pro- 
vide you with that information, and I am anxious to find out for 
myself. 

Representative Hinsnaw. If one of these things is constructed, 
one of these reactors is constructed, which would have a depreciated 
life of more or less, either one, than the life of the franchise, then 
presumably the person who takes over the franchise under the terms 
of the franchise or in the case of renewal the company itself, would. 

Whoever would take it over under some proceedings would be re- 
quired to pay for it arid operate the facility ; is that right ? 

Mr. Srravss. I would think so. I am not sure that I followed 
you all the way in your reasoning. 

Representative Htnsuaw. I changed my pace in the middle of it. 
What I meant is that there is a definite depreciated life for these 
reactors which would have to be set up on the books of the company ? 

Mr. Stravss. That is right. 

Representative Hinsnaw. And presumably it is very close to the 
actual life of the instrument itself? 

Mr. Srravss. That is right, and that depreciates, it would show 
in the rate. 

Representative Hrnsuaw. Any time during the life of the franchise 
the company could erect one of these reactors whether it would be 5 
years from the end of the franchise or 25 years or 50. At any time 
they could erect it ? 

Mr. Strauss. I would think so unless there were provisions to the 
contrary. 

Representative Hinsuaw. I am just asking whether there usually 
are provisions under the franchise that would enable the company to 
sell the reactor and equipment to someone else in the event the fran- 
chise is not renewed. 
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Mr. Srravss. I never thought about it. Certainly they could not 
sell it to a purchaser who was not also an approved licensee, potential 
licensee, of the Commission, but that is an avenue that I would like 
to explore | and also because Commissioner Campbell has had long 
experience in the investment business I would like to ask him whether 
I have testified as to anything in the last minute or two o. this subject 
to which he might take exception. 

Mr. Campse.t. I think it is generally acknowledged that the financ- 
ing now of public utilities, 40 years, is a very reasonable time. I think 
you could take the New York Times, for example, this morning, and 
you will find that maturities are running anywhere from 30 to 40 
years, sometimes less. I think 50 years is probably the rare occasion 
nowadays. 

Representative Honirrevp. I think that that is borne out by the fact, 
Mr. Campbell, and my point in bringing up the last section which we 
discussed which would give the Commission the right to stop going 
into contracts was to show that a certain number of these 40-year 
licenses for the production of plutonium could be entered -into and 
then it could be stopped because these plants would involve the invest- 
ment of maybe $50 to $100 million apiece, and therefore it would be 
necessary for them to run their course of time to justify their capital 
plant investment, and if other needs were not developed during that 
time and others were not licensed, would mean that we would 
probably relicense them, and ened you would practically set up a 
permanent monopoly in this field before we get to the point where in 
my opinion we should start granting such long-term licenses. 

I would like to go to section 141 and in section b on page 50, line 10, 
it says— 
that the dissemination of scientific and technical information relating to atomic 
energy should be permitted and encouraged so as to provide the free interchange 
of ideas and criticism which is essential to scientific and industrial progress and 
public understanding. 

I think we are all in accord with that, but I want to point out that 
the first part of the section provides that the AEC must control dis- 
semination and declassification of restricted data until Congress by 
joint resolution declares that effective and enforcible international safe- 
guards against the use of atomic energy for destructive purposes have 
been established, and until that time occurs there is no exchange of 
unrestricted data allowed except in section 144, paragraph a providing 
for some peacetime data to be exchanged, but section b of 144 prohibits 
weapons data, design and fabrication from being, with the exception 

of weight, size, and external characteristics. 

Section ¢ requires that you comply with provisions of section 123 
and section 144, paragraph b. Then it also provides that the President 
can authorize the Department of Defense and the Atomic Energy 
Commission to cooperate with a nation or a regional defense organi- 

zation on such restricted data as is necessary to deve slop defense plants, 
training personnel in use of same or defense against atomic weapons 
and the evaluation of effects of enemy atomic weapons. 

That no such cooperation shall involve the communication of restricted data 
relating to the design or fabrication of atomic weapons, except with regard to 
the external size, weight, and shape thereof: And provided further, That the co- 


operation is undertaken pursuant to an agreement entered into in accordance 
with section 123. 
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While this may be completely desirable I point out that when all 
of these provisions are complied with in my opinion there will be very 
little dissemination of scientific and technical information as hope- 
fully provided for in section 141b. 

Now there may be a larger area than I think, but I think you have 
some hurdles there, and I doubt very much that there is going to be 
very much information put out. 

Chairman Cote. Well, it seems to me there are only two avenues 
to turn this stuff over to, to use it or to try to channelize it in proper 
groups to accomplish an objective that is in the best national interest. 

Representative Hortrrerp. I agree with that, and I am just point- 
ing out for the record that this is no bill which will open to a very 
great extent the channels of information in this foreign exchange 
field, and I think rightly so; that there have to be careful limita- 
tions in it, and therefore we do not want to go out and tell people 
that we have now passed a bill which has opened this field. 

Representative DurHam. I think this is a field which has to be 
approached carefully. 

Representative Hoxirtexp. I do, too. 

Representative Duruam. You remember the Secretary of State 
testified the other day, and I suppose he had knowledge of what he 
wants to do in this field; that it met the requirements of the State 
Department. 

Representative Horirietp. He was dissatisfied with the amount of 
information that was allowed to be exchanged, and so was the Defense 
Department. The record shows that. 

Representative Duruam. He said he could get along with it. 

Representative Horirrerp. He has to get along with it if we pass 
it, but he said it was unsatisfactory. 

Chairman Cote. Of course, what he said at the place he said it 
will speak for what he said. 

Repr esentative Hotirretp. That is right. 

Chairman Corr. But I am sure he did not undertake to criticize 
the bill from the Defense Department phase of it. 

Representative Price. My impression was that the objection of 
the State Department and the Defense Department was to the section 
of the international exchange of information as pertaining to the use 
of atomic weapons. Both of them appear to be unhappy with certain 
restrictive provisions in this legislation. 

Representative Van Zanpr. That is right. 

Representative Hotirrecp. And the Justice Department also com- 
plained about the phase of the bill which they designated as being 
the Bricker amendment philosophy in it. That was ‘the words they 
used in testimony before us. 

Now let us get to section 142, which is the classification of restricted 
data. This provides the authority to classify information as restricted 
data, and if you take that authority in conjunction with other defini- 
tions of the defined words or terms in our definition section, I say 
that the area to declassify material is narrower and is more restrictive 
than it was before. 

I may be wrong. There is very limited authority to remove in- 
formation from restricted data classification as contained in para- 
graph a where “the Commission is directed to classify information” 
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and issue classification guides setting forth items, types, or areas of 
information which shall be classified as restricted data. I believe 
several witnesses have, including the Justice Department, testified 
against the section regarding classification guides in that the classifi- 
cation guide itself would have to be produced in open court and would 
cause the Government to have to reveal classified data. 

I call that to your attention, that clause. 

Mr. Srravss. You recall, Mr. Holifield, that we recommended sub- 
stitute language for this. phen 

Representative Hortrreip. Yes, and I believe the Commission did, 
too. 

Mr. Srrauss. Yes, sir. 

Representative Hotirrep. Now in section (b) : 
the Commission shall maintain continuous review of restricted data and the 
classification guides in order to determine those items, types, or areas of infor- 
mation which may be declassified and removed from the category of restricted 
data without undue risk to the common defense and security. 

I am in full harmony with that, but I do not believe that it imposes 
upon you any more affirmative obligation to declassify the sixty-some- 
odd million documents which you now have than the old law. I 
hope that it does, but I doublt that it does. What is your opinion of 
that, or do you have an opinion ? 

Mr. Srravuss. The Commission is generally in favor of subsection 
(b) of 142. 

Representative Hontrrep. You are in favor, and can you tell us 
that you will engage in a more affirmative program of declassifica- 
tion ¢ 

Mr. Srravuss. It is a vigorous program. We have inherited a great 
deal of material which is classified and which we feel has reached 
the point where it should be downgraded or declassified, but we know 
of no method of handling it more expeditiously than the one in which 
we are how engaged. 

Representative Hoririretp. This is the one point that up until re- 
cently the scientists were most urgent in advocating a wider’ declas- 
sification of scientific information. I realize the great amount of 
documents that you have and the difficulties of it, so I am not being 
critical, I am being hopeful. 

Mr. Srrauss. You are working not only against a stockpile but 
against a machine which is continually producing. 

Representative Honirretp. Yes, sir. 

Mr. Chairman, I believe that this is as far as I have had a chance 
to study. I know that the committee will be grateful that I have not 
been able to go past this section. There is one section over here that 
I think Mr. Durham called to my attention. I believe it is section 
187. Did you want to say anything on that, Mr. Durham ? 

Representative Duruam. No, I just called it to your attention with 
the other. It was objected to by industry and the Commission would 
feel like it is necessary to have this section. I say it was testified 
against by industry, I believe. 

Representative Horrrrerp. It in effect amounts to an annulment 
provision or a revocation of license provision, and you have the right 
to revoke in other places. I will not designate the industrial wit- 
nesses before us, but they were very much concerned with having to 
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live under the terms of a license that might be continually modified 
or even annulled by reason of amendment. 

Mr. Durnam. We defined the revocation, but here we leave it up 
to you to write the regulations and almost completely to what you 
want to. 

Mr. Srrauss. Speaking purely personally, I have the feeling that 
laws which are made that change the rules in the middle of the game 
by the stronger party to the agreement are repugnant. I would think 
that when the Government deals with industr y there should be some 
comparable arrangement as between ordinary contracting parties and 
that the conditions that prevail at the time of the contract should 
continue unless the national safety is involved. That is purely 
personal. 

Representative Durnam. I am not so much concerned about it with 
the present Commission, but there is always danger of some changes, 
und I have seen several where interpretations were put on highly dif- 
ferent from that of former members of the executive branches of the 
(sovernment. 

Legally I think it has all the necessary freedom that you can apply 
to this thing so it will work because you have to sit down and work 
these things out across the table anyw ay. It gives you all the freedom 
that you need, I think. If you do not simply say to a man, “We 
do not prescribe to union relations here that are so strict that no type 
of industry can meet the requirements.” 

It is not expected, but after all I say it does give the Commission 
complete authority to write the rules and regulations. 

Mr. Mrrcnetz. I would like to point out, Mr. Durham, that the 
rules and regulations referred to here must be issued by the Commis- 
sion in accordance with the act. I do not think it gives us authority 
to do anything we please. 

Representative Horirieip. You see, this does provide that future 
amendments of the act would give you the right to modify the condi- 
tions of licenses once granted on a fair and equitable basis. I think, 
I agree with you, Admiral Strauss, that in dealing with private con- 
tractors the Government should protect itself in the contract and set- 
up, if there is going to be, and there might be, areas where in handling 
these dangerous materials where regulations would have to be c hanged 
that such clauses should be written into the contract which would do 
no violence to the contractor and certainly would not go as far as 
annulment while also protecting the interests of the Government. 

I just call that section to your attention for further study. 

Senator Pasrorr. May I ask a question with reference to section 
187? Is that a freedom of action that is being reserved unto the Con- 
gress, or is that freedom of action that is being reserved unto the Com- 
mission exclusive of the last part on page 78— 
or by reason of rules and regulations issued in accordance with the terms of 
this act— 
which I do not understand what that means. 

Mr. Srrauss. I would assume, Senator, that the answer to your 
question would be that the phrase- 


by reason of amendments to this act— 


would certainly a pPly to the Congress. 
Mr. Srravss. As to which no one can have any question. 
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Senator Pastore. Reservations of Congress ¢ 
Senator Pastore. Or by reason of rules and regulations issued in 
accordance with the terms of this act. Can you imagine any rule or 
regulation that you could issue in accordance with the terms of this 
act that would give you the right to annul a license that you have 
already issued w shen you have already said under section 186 that you 
have to do it under the Administrative Procedures Act? I see an 
apparent inconsistency there; I do not think it makes any sense. 

Mr. Srravuss. There might be some capricious determination there, 
but I think it is extremely unlike ly. 

Senator Pastore. Do you think that this act, the terms of this act, 
give you authority to make capricious regulations or rules? In other 
words, rules and regulations issued in accordance with the terms of 
thisact. Tome I donot see any sense to section 187. 

Mr. Mrrewety. I think, Senator Pastore, that certainly amend- 
ment or modification of a license might be indicated if we learned 
something new about health and safety or health requirements that 
would put some different aspect on the situation. I am a little 
puzzled, I must confess, by this reference to annulment. 

Senator Pastore. Maybe we are getting into domestic relations 
here, too. 

Representative Durnam. When you get to subsection (b) of course 
the Commission, what the Senator called attention to, the Adminis- 
tration Procedures Act, section 9, that is quite a lengthy section, sub- 
section (b). 

Mr. MrrcHety. Yes, sir. 

Senator Pastore. I would like to have someone point out to me what 
the difference is between revoking and annuling. One you do it by 
rule and one you do it by the Administrative Act. I think you are 
playing around with words. 

Chairman Cote. Certainly the gentleman knows the difference 
between revoking a marriage and annulling / 

Senator Pastore. What is the difference ¢ 

Chairman Corgz. Very well, if there are no other questions of mem- 
bers of the Commission they may be excused. 

Representative Hotirrmep. Just a minute, please. 

Chairman Cote. Mr. Holifield 

Representative Horrrreip. I do want to make this request, that two 
of the members of the Commission have been unavoidably detained 
by business and were unable to be present. I want to ask permission 
of the Chairman that these two members, after having read the tran- 
script of today’s hearing, if they have any divergent views or addi- 
tional views on the yr: which I have addressed to the Commis- 
sion that they be allowed to file a statement commenting on such 
views. 

Chairman Cote. Very well, that shall be done. 

This morning I advised the committee that in view of the fact that 
the Hoover Commission recommendations had been brought into the 
discussion of the committee deliberations on last week in connection 
with section 21, especially with respect to the proposed additional 
characterization of the authority of the Chairman of the Commission, 
I sent a telegram to Mr. Hoover asking his views and have just now 
been handed a reply, which is not too long. 
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Unfortunately, additional copies have not been prepared, but they 
will be for whatever use the members of the press may care to make 
of it, prepared. The message reads as follows: 


New York, N. Y., June 8, 1954. 
Hon. W. STERLING COoLr, 
Chairman, Atomic Energy Comm., 
House of Representatives, Washington, D.C. 


My Dear Mr. CHaiRMAN: I have your communication inquiring as to my 
views upon the organization of the Atomic Energy Commission. The 1947-49 
Commission on Organization of the Executive Branch of which I was Chair- 
man exhaustively examined the question of relative authority of members 
of all Federal commissions except the Atomic Energy Commission. It did 
not investigate that Commission because of security reasons but the recom- 
mendations in my view equally applied to it. 

It has been recognized for 170 years that for effective administration the 
responsibility for executive functions must be placed in a single officer. That 
was established in the Federal and State governments from the beginning. 
It is the universal practice of all business. In the Federal and State gov- 
ernments, legislative and policy-determining functions, of course, rest in the 
Congress or legislatures.. The President or governors are the administra- 
tive or executive officers. Likewise in business the president or chairman 
of the board of directors is as the occasion may be the administrative or 
executive head and the regulatory and policy-making functions must rest in 
the directors. 

The Reorganization Commission task force of 1947-49 under Owen D. Young 
was unanimous that the administrative or executive duties of all Commissions 
should be lodged in the Chairman and the regulatory or policy-making func- 
tions should rest in all the Commissioners. 

The Commission on Reorganization itself also unanimously recommended 
this form of organization. That recommendation was “we recommend that all 
administrative responsibility be vested in the chairman.” 

That recommendation has been adopted by Congress in most of the com- 
missions and their performance greatly improved thereby. 

The members of the Commission who approved this recommendation were: 
Herbert Hoover, Chairman; Dean Acheson, Vice Chairman; Arthur S. Flem- 
ing; James Forrestal; George H. Mead; George B. Aiken; Joseph P. Kennedy: 
John McClellan; James K. Pollock; Clarence J. Brown; Carter Monasco; and 
James H. Rowe Jr. 

I suggest that some confusion has arisen in the current discussions by using 
the term “principal officer.” It would seem to me to clarify matters if the 
term “administrative and executive authority” should be used instead of “prin- 
cipal officer.” 

T unhesitatingly recommend that the authority in the Board should be thus 
divided—the regulatory and policy-making functions remaining in the Board 
as a whole. 

The Atomic Energy Commission is an enormous enterprise and disorder and 
delay in its administration will surely arise if all Commission members are 
to exercise administrative and executive as well as policy-making functions. 


HerBert Hoover. 


Representative Horarreip. Now, Mr. Chairman, I believe I had 
previously secured permission to put some additional material in 
the report. 

Chairman Corr. Which was totally unnecessary. 

Representative Horrrtecp. I know the Chairman has been most 
fair during these hearings. and T appreciate it. I want to say that 
I have the highest regard for the chairman of this committee and the 
Chairman of the Hoover Commission, Mr. Hoover. I was not on 
this particular Hoover Commission, but I happened to be on the 
second one. 

Now I want to say, again with no reflection on Mr. Hoover, that 
T believe he has been misadvised in sending this type of communica- 
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tion on several points. In the first place, he admits that they did 
not investigate the AEC, and he gives as the reason because of security 
reasons, 

Of course the organizational function of the Atomic Energy Com- 
mission has nothing to do with security reasons, and he could have 
very well investigated that Lad their task force seen fit, but their 
task force testified that the reason they excluded the Atomic Energy 
Commission and the Tennessee Valley Administration was that “they 
were operational agencies.” 

Second, he makes the point that “in business the president or chair- 
man of the board of directors is as the occasion may be the adminis- 
trative or executive head and the regulatory and policymaking func- 
tions must rest in the directors.” I maintain that this is not a good 
analogy because the regulatory and policymaking functions in this 
instance rests in the Commission, and the administrative and execu- 
tive functions as testified to this morning by General Nichols rests 
in the General Manager, a man who has been appointed to take of 
that particular phase | of the Commission’s business. 

With those few remarks in order that today’s record may not go 
partly unanswered, I would like to supply a complete analysis of the 
situation as I see it. 

(The statement referred to follows :) 


ADDITIONAL STATEMENT BY CONGRESSMAN HOLIFIELD ON PROPOSAL To DESIGNATE 
AEC CHAIRMAN AS “PRINCIPAL OFFICER” 


Since Chairman Cole of the joint commitee, Chairman Strauss of the Atomic 
Energy Commission, and Chairman Hoover of the Commission on Organization 
of the Executive Branch all have referred to recommendations of the first Hoover 
Commission in support of the proposal to make the Chairman of the Atomic 
Energy Commission the “principal officer,” I wish to emphasize again that the 
Atomic Energy Commission specifically was excluded from the first Hoover 
Commission studies on independent regulatory commissions. 

The task force report on regulatory commissions (appendix N), upon which 
the Hoover Commission based its report, stated at page 3: 

“Although the Atomic Energy Commission has certain regulatory powers and 
is an independent Commission, it has been excluded partly because so large a 
part of its work is operational, and partly because so many of its problems 
appear to be unique.” 

Again the task force report states at page 29: 

“To avoid misunderstanding, we emphasize that our examination has been 
limited to the regulatory commissions ; we have not made any study of primarily 
operating commissions such as the Atomic Energy Commission and the Tennessee 
Valley Authority, both of which combine a governing board with an executive 
official to manage the operations of the agency. Consequently we do not intend 
to imply any judgment on such an organization for these purposes.” 

The statements I have quoted make it clear and certain that the first Hoover 
Commission’s recommendations concerning regulatory commissions in general 
were not intended to apply to the Atomic Energy Commission in particular. 
Mr. Hoover has expressed his personal opinion in the telegram to Chairman 
Cole that the general recommendations are applicable to the Atomic Energy 
Commission, but there is no warrant for that opinion in the reports of the 
Hoover Commission. Whether the decision of that group not to study the organ- 
ization of the Atomic Energy Commission was based on “security reasons,” as 
Mr. Hoover asserts, or on the unique and largely operational character of the 
agency, as the task force reported, the fact remains that the Atomic Energy 
Commission was not studied. 

In an effort to bring the Atomic Energy Commission within the organizational 
pattern which the Hoover Commission recommended for regulatory commis- 
sions generally, Mr. Strauss maintains in his testimony that the relationship 
of Chairman and General Manager in the Atomic Energy Commission is analo- 
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gous to that of Chairman and Executive Officer in the recommended organiza- 
tion of regulatory commissions. This analogy is inaccurate and misleading. 

The Hoover Commission Task Force, upon which Mr. Strauss relies, regarded 
the Executive Officer as the designee of the Chairman, working under the Chair- 
man’s active direction, speaking in his name, reporting to him exclusively, taking 
from him the burden of routine administrative detail but keeping away from 
policy matters which are the business of the Commission itself (see Task Force 
Report on Regulatory Commissions, appendix N, pp. 47-48). In other words, 
the Executive Officer is the Chairman’s helper in discharging day-to-day admin- 
istrative duties which the Task Force proposed to be vested in the Chairman 
of the Regulatory Commission. 

To accept Mr. Strauss’ analogy for the Atomic Energy Commission can only 
mean that 1 of 2 alternative developments would ensue: either the General 
Manager would be reduced in status and authority to a mere Executive Assistant 
of the Chairman as the latter’s authority is increased: or else a straight line 
of authority or chain of command would be created, running from the Chair- 
man as principal officer to the General Manager as directing officer of operations, 
with the four other Commissioners being shunted aside. Under such an arrange- 
ment, to use the expression of Commissioner Zuckert, “you would have a Chair 
man and four junior-grade Commissioners.” The Commission would be main 
tained in form, but there would be one-man administration in substance. 

Since the General Manager already enjoys a rather preeminent statutory 
position under the McMahon Act, and neither Mr. Strauss nor the Cole-Hicken- 
looper bill proposes any change in his legal status, several anomalies immediately 
become apparent in Mr. Strauss’ analogy to the Executive Officer of a regulatory 
commission, 

ty law the General Manager is appointed by the whole Commission, but in 
the position of executive officer he would be answerable for his performance 
only to the Chairman. 

By law the General Manager derives his function by delegation from the Com- 
mission as a whole, but in the position of executive officer he would be working 
solely under the direction of, and reporting exclusively to, the Chairman. 

By law the General Manager receives a salary equal to that of the Chairman 
and exceeding that of each other Commissioner, but in the position of executive 
officer he would be acting as the Chairman’s subordinate in administrative 
routine. 

By law the General Manager performs executive or administrative duties dele- 
gated by the whole Commission, but in the position of executive officer he would 
be merely carrying out such duties vested in the Chairman. 

The last-cited anomaly is thrown into sharper relief by Mr. Hoover’s sug- 
gestion that the Chairman’s proposed role of principal officer be clarified by sub- 
stituting administrative and executive authority. Precisely this authority now 
is vested by law in the General Manager by delegation from the Commission as 
a whole. As the special Senate committee said in reporting favorably upon 
the original atomic-energy legislation in 1946: “Day-to-day administration is best 
directed by a single manager.” Sasic authority and policymaking functions 
were reserved to the Commission as a whole (79th Cong., 2d Sess., Senate Rept. 
No, 1211, p, 12). 

Mr. Kenneth D. Nichols, present General Manager of the Commission, described 
his role very aptly to the joint committee when he said: “I am the doer, they 
are the policyforming group in the Commission.” He said that it was his job 
to manage the staff and see that the work is executed. 

Commissioner Smyth, in his testimony before the joint committee, pointed out 
cogently that to give the Chairman greater administrative authority implied that 
he should assume the functions of the General Manager who has been respon- 
sible, since the establishment of the Commission, for day-to-day administration 
of the Commission’s business and staff. If the Chairman is to become the senior 
administrative officer, with the General Manager as his deputy, Commissioner 
Smyth observed, the essential purpose of the commission form of organization 
would be defeated. It was his judgment that in such a case the other Com- 
missioners would be left uninformed and essentially without function. 

Senator Pastore put his finger upon another anomaly I mentioned above when 
he raised the question whether the Chairman, by acquiring executive responsi- 
bilities, would be enabled to hire and fire the General Manager. Appointment 
and supervision of personnel are a key function which the Chairman of a regu- 
latory Commission acquires when he is made responsible for the administrative 
affairs of the Commission. Leaving intact the provision in present law whereby 
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the General Manager is appointed by the whole Atomic Energy Commission, 
either would create an area of doubt as to the authority of the principal officer 
over the Commission personnel ; or else deprive the Chairman of full control over 
his own executive officer. 

Thus to really clarify the concept of the Chairman as principal officer, which 
Mr. Hoover desires and which Mr. Strauss advocates when he says the designa- 
tion is not precise eaough, would require at the same time that the legislation 
redefine the authority of the General Manager or possibly eliminate his statutory 
position altogether. Congressman Price pointed out these implications in our 
Joint Committe discussion of that section of the legislation. It is noteworthy 
that the regulatory commissions, which Mr. Strauss cites as analogous to the 
Atomic Energy Commission, do not have their executive officers established by 
statute. These officers are paid substantially lower salaries than their Com 
missioners or the Chairmen whom they assist. Only two agencies of the com- 
mission type, the Atomic Energy Commission and the Tennessee Valley Authority, 
have an official termed the “General Manager” and these are paid much higher 
salaries than are most executive officers in the regulatory commissions. The 
Hoover Commission task force, while recognizing the general manager as a valid 
organizational concept for such operational agencies, specifically considered and 
rejected this concept for other commissions of the regulatory type. Citing its 
reasons why a general manager would not be suitable for the regulatory com 
missions under study, the task force made this significant observation (appendix 
N, p. 49): 

“Where an agency has heavy operating and executive responsibilities, this 
arrangement may be necessary and desirable, but we think it fails to meet the 
peculiar problems of the regulatory commission. For such agencies, all the useful 
functions of the general manager can be better handled, without his serious 
drawbacks, by an executive officer under the chairman.” 

This finding supports the explicit statement of the task force that the Atomic 
Energy Commission is a different kind of agency than the regulatory commissions 
upon which it made recommendations. As an agency which has heavy operating 
and executive responsibilities, the Atomic Energy Commission is suited to the 
concept of the General Manager reporting to the full Commission, as embodied 
in existing law. Mr. Strauss’ analogy of the executive officer has no place here 

Sponsors of the Cole-Hickenlooper bill appear to believe that the designation 
of the Atomic Energy Commission Chairman as principal officer merely would 
earry over to this agency a statutory term already applicable to other com 
missions. The fact is that no other agency of Government embodies in its basic 
statute the exact term “principal officer.” It is true that the chairman of the 
Federal Power Commission is designated by statute as the principal executive 
officer (title 16, U. S. Code, sec. 792), and the Chairman of the Board of Govy- 
ernors of the Federal Reserve System is designated the active executive officer, 
subject to the supervision of the Board (title 12, U. S. Code, sec. 242). In each 
ease, however, it is significant that the word “executive” appears. The drafters 
of the Cole-Hickenlooper bill may have deliberately omitted the word “executive”’ 
to avoid confusion with the executive authority already vested by law in the 
General Manager of the Atomic Energy Commission. If so, they would confer 
upon the Chairman of the Commission as principal officer, however ambiguous 
the designation, a status superior to that of the Chairman in the two agencies 
just mentioned. 

By settled rules of statutory construction, the specific phraseology in describ- 
ing the role of the chairman cannot be regarded as insignificant or inadvertent. 
In the first place, as Commissioner Smyth pointed out, and as Congressman 
Kilday so well emphasized, the introduction in new legislation of the term 
“principal officer,” which did not appear in the original McMahon Act, is bound 
to be interpreted as meaningful. Secondly, by omitting the word “executive,” 
which is supposed to indicate the nature of the additional authority conferred 
upon the Chairman, the proposed new legislation literally and legally would 
elevate the Chairman above his fellow Commissioners. We have only to look 
at the first dictionary definition of “principal,” which is “higest in rank, author- 
ity, or importance.” Arguments to the effect that the designation principal 
officer would not impair the equal authority of the five Commissioners, however 
well meant, are not borne out by the phaseology proposed to describe the role 
of the Chairman. And certainly we must be mindful of the testimony of Com- 
missioners Smyth, Murray, and Zuckert, whose combined service on the Atomic 
Energy Commission totals almost 12 years, that a tendency toward centraliza- 
tion of authority in the chairman, already in evidence, would be intensified by 
the principal-officer designation. 
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It may be readily acknowledged that the occurrence of some such phase in 
a statute, as in the case of the Federal Power Commission, does not necessarily 
mean that the Chairman will fit himself to that role. Personality and tempera- 
ment sometimes may be more important that a statutory prop in determining 
whether the chairman of a commission is strong or weak. Institutional and 
organizational factors also play a part. As the Hoover Commission task force 
pointed out with respect to the Federal Power Commission, the strong collective 
tradition of that agency and the faulty organization of the Chairman’s office 
prevented him from exercising the role of chief executive officer in any real 
sense (Appendix N, p. 101). 

Evidently the statutory designation in that case did not sufficiently define the 
Chairman’s duties, because the Federal Power Commission was included in a 
series of reorganization plans designed to vest in the chairmen of various com- 
missions the responsibility for conducting the executive and administrative func- 
tions of such commissions. Reorganization Plan No. 9 of 1950, which applied 
to the Federal Power Commission, in effect constituted a definition and limita- 
tion of the statutory phrase “principal executive officer.” The United States 
Government Organization Manual for 1953-54, in a statement approved by the 
present Chairman of the Federal Power Commission, includes the following 
(p. 367) : 

“The Chairman is designated by statute as the principal executive officer 
of the Commission and is vested generally with the executive and administra- 
tive functions of the Commission to the extent provided in Reorganization 
Plan 9.” 

Characteristically, this reorganization plan and similar ones applying to sev- 
eral other commissions transfer to the Chairman the executive and administra- 
tive functions of the Commission, including (1) appointment and supervision 
of personnel, (2) distribution of business among such personnel and among 
administrative units of the Commission, and (3) the use and expenditure of 
funds. 

In carrying out these functions, the Chairman is subject to the following lim- 
itations: (1) He is governed by the general policies of the Commission and 
such regulatory decisions, findings, and determinations as the Commission may 
by law be authorized to make; (2) his appointment of the heads of major 
administrative units must be approved by the Commission; (3) full-time per- 
sonnel in the immediate offices of the Commissioners are exempted from the 
provisions of the plan; (4) the Commission reserves its functions with respect 
to determining the distribution of appropriated funds according to major pro- 
grams and purposes. 

Reorganization plans of this kind now are in effect for the Civil Service Com- 
mission (Reorganization Plan No. 5 of 1949), the Maritime Commission (Reor- 
ganization Plan No. 6 of 1949), the Federal Trade Commission (Reorganization 
Plan No. 8 of 1950), the Federal Power Commission (Reorganization Plan No. 9 
of 1950), the Securities and Exchange Commission (Reorganization Plan No. 
ar foes re and the Civil Aeronautics Board (Reorganization Plan No. 13 
of 1950). 

Although I have supported generally these plans to improve the internal 
day-to-day administration of the regulatory commissions by transferring the 
requisite authority to the chairmen, it is difficult to say how well they have 
worked out. I am not aware of any systematic studies to support Mr. Hoover’s 
assertion in his telegram to Chairman Cole that performance of these com- 
missions has been greatly improved since the reorganization plans took effect. 

In any event, the Congress has not been willing to support such reorganiza- 
tions in every case. Reorganization Plans Nos. 7, 11, and 12 of 1950, which 
would have applied, respectively, to the Interstate Commerce Commission, 
the Federal Communications Commission, and the National Labor Relations 
Board were disapproved in the Senate and therefore never took effect. Nor 
has the President seen fit to submit reorganization plans for certain other 
commissions, such as the Board of Governors of the Federal Reserve System 
and the United States Tariff Commission. 

The Senate Committee on Government Operations under the then chairman- 
ship of Senator McClellan, a past and present member of the Hoover Commis- 
sion, in a report explaining why certain of the Hoover Commission recommen- 
dations for regulatory commissions were not accepted, stated as follows (83d 
Cong., 1st sess., 8. Rept. 4, p. 67) : 
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“These regulatory commissions were established primarily by the Congress 
to act on an independent basis in the public interest, and free from direct con- 
trol by the President over either their activities or their decisions. The basic 
statutes provided that they be primarily responsible to the Congress of the 
United States as the elected representatives of the people in order that they 
migh be responsive to the general public interest and in a position to carry on 
their activities without improper influences from other governmental agencies. 
This committee, and the Senate, determined therefore that favorable action on 
these proposals would seriously impair the operations of these commissions 
and would tend to undermine their independence of action.” 

In summary, the foregoing analysis demonstrates conclusively, in my judg- 
meut, that: 

The Hoover Commission recommendations for vesting the chairmen of 
regulatory commissions with executive and administrative authority were 
not intended to apply to the Atomic Energy Commission, which is largely an 
operational agency. 

2. The General Manager of the Atomic Energy Commission now exercises 
such administrative and executive authority. 

3. The analogy of General Manager to executive officer in regulatory com- 
missions is faulty, and if carried out, would either subordinate the General 
Manager’s position or create an organizational line of authority in which the 
four other Commissioners could not effectively function. 

The term “principal officer’ is not found in any statute relating to com- 
missions, and if inserted in the pending legislation, would increase the Chair- 
man’s authority to the detriment of the commission form of organization. 

5. Reorganization plans applicable to the chairman of regulatory commissions 
define and limit the chairmen’s executive and administrative authority, and 
the Congress has not been willing to approve the granting of such additional 
authority in all cases. 


Chairman Corr. You mean in addition to your remark? 

Representative Honirrevp. I think they should be because my 
remarks are very inadequate on the subject. 

Senator Pastore. May I ask a question merely for clarification ? 
Who appointed General Nichols to the position of General Manager 
of the Commission ? 

Mr. Strauss. The Commission. I solicited General Nichols to 
accept the position and obtained the consent of the Secretary of De- 
fense to release him and the recommendation of the President of the 
United States to the Secretary of Defense that he do so. I recom- 
mended him to the Commission, and the Commission appointed him. 

Senator Pastore. Under section 21 in the present act who would 
appoint the General Manager in that situation ? 

Mr. Strauss. I presume under the same procedure. 

Senator Pastore. Then what does this mean, this administrative 
officer? That is not what is meant by Mr. Hoover. Mr. Hoover has 
said that his conception of the administrative officer is to exercise 
executive authority; that would mean to appoint all personnel, would 
it not ? 

Mr. Srravuss. Yes, I think Mr. Holifield is confusing the executive 
and administrative authority executed by the Commission and that 
executed by the General Manager. The General Manager performs 
only those administrative and executive functions which are delegated 
by the Commission. 

Senator Pastore. I beg to differ with you, Admiral. I think that 
Mr. Hoover confuses it somewhat. His conception of chairman would 
be exclusive appointing authority as to personnel. 

Mr. Srravss. I am sure not. 

Senator Pastore. That is what the telegram says. 
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Representative Price. Would the gentleman yield ? 

Senator Pastore. Yes. 

Representative Price. I think Mr. Hoover loses sight of the fact 
that the prinicpal administrative and executive officer in the Commis- 
sion is established by law. Even in the bill we are considering, it also 
establishes the so-called president of the corporation the General 
Manager by law. The General Manager is provided for by law by 
the old act and by the revised act. I think that the former President 
loses sight of that completely. 

Representative Hoxrirrerp. May I say at this point in quoting 
the last part of the telegram he says: 

I unhesitatingly recommend that the authority in the Board should be thus 
divided, the regulatory and policymaking functions remaining in the Board as 
a whole. 

Senator Pastore. That is right. 

Representative Hotirietp. And the administrative and executive 
functions be given to the General Manager, by implication. I added 
that last. 

Mr. Srravuss. You added it, but it is certainly not in the telegram. 

Representative Hortirreip. I want to be perfectly fair. 

Senator Pastore. Read it as it is. 

Representative Hoxrrrevp. I said by implication. I qualified my 
remarks. 

Representative HinsnHaw. But you did not say “unquote.” 

Representative Hoirreip (reading) : 

I unhesitatingly recommend that the authority in the Board should be thus 
divided, the regulatory and policymaking functions remaining in the Board 
as a whole. 


I continue: 


The Atomic Energy Commission is an enormous enterprise and disorder and 
delay in its administration will surely arise if all Commission members are to 
exercise administrative and executive as well as policymaking functions. 

Senator Pastore. That is right. He is making a distinction between 
policy and executive, and executive means the power to appoint. 
Therefore under section 21 if you give it the Hoover interpretation it 
would necessarily mean that the function now of the Commission to 
appoint the General Manager would be the function of the Chairman 
exclusively. 

Mr. Srravss. No. 

Senator Pastore. If you follow his logic, that is what that means. 

Mr. Srravss. No, his logic is based upon this report of Owen D. 
Young to his committee, Senator Pastore, and there is in this report 
a description of an executive officer which is analogous to the General 
Manager of the Commission. In this report the duties and responsi- 
bilities of the executive officer are spelled out, and they are just as 
General Nichols described his functions this morning. 

Senator Pastore. Has General Nichols the right to hire and fire 
all personnel ? 

Mr. Srravss. aaa that there are certain established positions. 


Senator Pastore. Excepted by law? 


Mr. Srravss. Excepted by law, but otherwise General Nichols has 
the delegated authority from the Commission to hire and fire. 
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Senator Pastore. Therefore if the general manager has the right to 
hire and fire and the description of the executive officer is the authority 
of the General Manager, then the executive officer, who is the Chairman 
of the Commission, would have the right to hire and fire the General 
Manager. I do not see how you can add it up any differently. 

Mr. Srravuss. The executive officer is not the Chairman of the 
Commission. 

Senator Pastore. No, no. The description of the executive officer 
made in the report is the same power as exercised by the General 
Manager. 

Mr. Srravss. That is right. 

Senator Pasrore. Therefore, if the power is the same, if the General 
Manager has the right to fire and to hire, then the executive officer 
would have the right to hire and fire, and the executive officer would 
have the right to hire and fire the General Manager, and it would no 
longer be the authority of the Commission. 

Mr. Srravss. Senator, may I call your attention to section 24 of 
the bill which describes the General Manager? It says that he shall 
discharge such of the administrative and executive functions of the 
Commission as the Commission may direct. 

The General Manager shall be appointed by the Commission— 
not by the Chairman of the Commission— 

he shall serve at the pleasure of the Commision— 

the Chairman of the Commission cannot fire him- 


he shall be removable by the Commission, and shall receive compensation at a 
determined and set rate. 

Senator Pastore. Is that in the present law? 

Mr. Srravss. I believe it is in the bill, and I believe it is in the 
present law. 

Representative Durnam. Section 24, page 12. 

Chairman Core. The next meeting of the committee will be Friday 
morning at 10 o’clock in a room later to be determined and subse- 
quently announced when we will take up consideration of section 164 
and devote our attention to the contents of that section and a report 
from the Commission on its negotiation for power in the Oak Ridge 
area. . 

With that exception, unless the committee directs otherwise, the 
Chair would consider that the hearings on the bill have been con- 
cluded and would ask the committee to meet tomorrow morning at 
the committee rooms to start consideration of the bill. 

(Whereupon, at 4 p. m., Tuesday, June 8, 1954, the committee was 
recessed to reconvene at 10 a. m., Friday, June 11, 1954.) 
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8, 3323 AND H. R. 8862, TO AMEND THE ATOMIC 
ENERGY ACT OF 1954 


THURSDAY, JUNE 17, 1954 


Conaress OF THE UnIrTep STATES, 
JOINT COMMITTEE ON ATOMIC ENERGY, 
Washington, D.C. 

The joint committee met, pursuant to call, at 10 a. m., in room 
38, the Capitol, Hon. W. Sterling Cole (chairman of the joint 
committee) presiding. 

Present : tet aiiiiies Cole (presiding), Van Zandt, Jenkins, 
Durham, Holifield, Price; and Senators Hickenlooper, Bricker and 
Pastore. 

Professional staff members present: Corbin C. Allardice, executive 
director; Walter A. Hamilton, Francis P. Cotter, and George Norris. 

Chairman Cote. The committee will come to order. 

The meeting this morning is a delayed meeting for the purpose of 
allowing the Atomic Energy Commission an opportunity to come to 
the committee and explain the activities which are related to the 
proposal to enter into a contract for the furnishing of electric power 
at the Paducah plant. 

The present provision of law authorizes the Commission to enter 
into long-term contracts for acquisition of electric power. The pend- 
ing bills which have been considered by the committee for several 
months carry this authority along into reenactment if the bill is 
enacted. That section is 164. 

The attention of the committee this morning is directed to the 
authority contained in section 164 with respect to long-term contracts. 

The Chair is pleased to observe the presence of the Senator from 
Tennessee, Senator Gore, who is interested in the subject. It occurs 
to the Chair that the orderly procedure would be for the Commission 
or the Commission’s representatives to give the story, whatever the 
facts may be, if for no other reason than to allow the members of the 
committee, including the Chair, to acquire a better understanding 
of the factors and considerations involved. 

So, if it is agreeable with you, Senator, we will proceed in that 
fashion. 

Senator Gore. Mr. Chairman, I have no suggestion as to procedure. 
As the chairman knows, I raised questions on the floor of the Senate 
as to the wisdom and propriety of certain actions of the Commission 
as exemplified by the data sheet, if not the legality. Those questions 
are still pertinent. It may be that the testimony of the Commission 
will resolve those questions. If not, I will desire to make a statement 
later to the committee. 
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Chairman Corr. The committee will be very glad to hear you, 
Senator. 

The Chair should indicate for the record the absence of 3 of the 
members of the Commission, Mr. Zuckert, Mr. Strauss, and Mr. 
Murray, 2 of whom are out of town on speaking engagements and the 
third is engaged in other official work. The record will show the 
presence of Dr. Smyth and Mr. Campbell. 

Dr. Smyth, since you are representing the Commission this morn- 
ing, in what fashion do you want to handle this matter ? 


STATEMENTS OF HENRY D. SMYTH, MEMBER, UNITED STATES 
ATOMIC ENERGY COMMISSION; JOSEPH CAMPBELL, MEMBER, 
UNITED STATES ATOMIC ENERGY COMMISSION; KENNETH D. 
NICHOLS, GENERAL MANAGER; WILLIAM MITCHELL, GENERAL 
COUNSEL; HAROLD L. PRICE, DEPUTY GENERAL COUNSEL; AND 
R. W. COOK, DIRECTOR OF PRODUCTION 


Dr. Smyru. Mr. Chairman, I think it would be most satisfactory if 
the General Manager presented the facts and history on the situation. 

Chairman Core. Very well. 

General Nichols, you may carry on. 

Mr. Nicnors. Mr. Chairman, the question of supplying additional 
power to the AEC arose first informally early in December 1953. 
It culminated in the first official action by a letter dated December 
24, 195: 

Chi sie an Corr. May I interrupt just for a moment to indicate for 
the record the presence in addition of Senator Gore at the meeting this 
morning also Senator Hill from Alabama and Senator McClellan from 

Arkansas. Pardon the interr uption. 

Mr. Nicuots. The first official correspondence on this after the in- 
formal conversation between Mr. Strauss, Mr. Williams, and Mr. 
~~ ee and a few of the utility companies, was a letter dated Decem- 
ber 24, 1953, from Mr. Hughes, then Acting Director of the Bureau of 
the Bidet. wherein he requested the AEC to see if we could work 
out with private utilities a proposal for the supply of 500,000 to 
600,000 kilowatts of power in order that the Atomic Energy Com- 
mission could reduce existing commitments of TVA to the AEC by a 
like amount. 

It was recognized that the Commission had a firm contract with the 
TVA for the supply of power for our Paducah plant from the TVA 
Shawnee plant, the major portion of which was justified on the basis 
of AEC requirements, and funds were appropriated to provide facili- 
ties to satisfy a contract load of 1,205,000 kilowatts which will result 
when presently authorized Atomic Energy Commission plant now in 
operation and under construction will be completed in 1955. 

In view of the fact that the TVA needed the power in the Memphis 
area rather than the Paducah area, we have proceeded on the basis 
that there would be no contract cancellation for a like portion of the 
AEC-TVA Paducah contract, but that the Atomic Energy Commis- 
sion would contract with the sponsors for power needed by TVA for 
the load growth in the Memphis area on the basis of replacement of 
power. 
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This approach has a dual advantage inasmuch as it provides TVA 
with power from a new plant located nearer the major load center 
and at the same time assures the Atomic Energy Commission of con- 
tinuity and reliability of power to the Paducah project. 

This decision was made after we explored building a plant in the 
Paducah area with private utilities. ‘Then the question came up that 
we already have an overconcentration of power in that area, and if 
you analyze the situation from an engineering point of view without 
regard to anything else—just where 1s the power needed—the plant 
should be in the Memphis area; so we proceeded on the basis in nego- 
tiations that the plant should be located somewhere near Memphis. 
The TVA at that time was proposing that the plant be located at the 
Fulton site. 

We have met separately and jointly with the utilities and the 
sponsors of the proposal which will come up in question this morn- 
ing, and their representatives, and with staff members of the Bureau 
of the Budget and the Federal Power Commission, in an endeavor 
to work out a fair and equitable arrangement to the Government 
which could serve as the basis for negotiations leading to a definitive 
contract. We initially contracted Mr. McAfee of Union Electric 
and also EEI, he represents both, to see if he were interested 

Chairman Corz. For the record would you indicate what EEI is? 

Mr. Coox. Electrical Energy, Inc. 

Mr. Nicnots. That is the company that built the plant at Joppa, 
opposite Paducah, or is building it, rather. 

In discussion with Mr. McA fee and later with Mr. Dixon of Middle 
South Utilities, the engineering decision to locate nearer the Mem- 
phis area became obvious. Subsequently Mr. Dixon came in repre- 
senting Middle South Utilities and then later Mr. Yates representing 
Southern Utilities. 

In other words, we talked with these three utilities surrounding 
the western end of the Tennessee Valley power area. Discussions led 
finally to a definitive proposal and the proposal we will talk about 
this morning is the second proposal from the Middle South and 
Southern Utilities, which I will refer to subsequently as the Dixon- 
Yates proposal, they being the two representatives of these two com- 
panies. They made an initial proposal and later, as a result of nego- 
tiations, we got a much better proposal from them which I will refer 
to as the April 10, 1954, proposal. 

On this date the sponsors, Dixon- Yates, submitted a revised firm 
proposal to the Atomic Energy Commission to furnish 600,000 kilo- 
watts of firm power. Incidentally, both of these companies had pre- 
viously furnished offers to the Tennessee Valley Authority to furnish 
power from private utilities. However, their rates to furnish TVA 
are higher than what they would furnish AEC for reasons of their 
own. 

This proposal has since been under review by the Atomic Energy 
Commission and the Bureau of the Budget. The Bureau of the Bud- 
get has been assisted by Mr. Frank Adams, Director of Power for the 
Federal Power Commission, in a consultant capacity to the BOB. 

I believe in fairness to Mr. Adams it should be pointed out that he 
has been there as a technician and not as an individual to assist in 
forming policy. 
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Under the proposal the sponsors Dixon-Yates have offered, sub 

ject to securing financing on the basis covered later, to form a new 
company sponsored by the Middle South Utilities and the Southern 
Co. They would secure the necessary capital requirements presently 
estimated at $107,250,000 by subscribing $5,500,000, or approx- 
mately 5 percent, equity capital, which will bear a return of 9 percent, 
and issuing 30-year bonds to institutional investors for the remaining 
$101,750,000, or approximately 95 percent of the capital, based on an 
interest rate of 314 percent. They would build a 650,000 kilowatt 
steam electric station near West Memphis, Ark., in other words, 
across the Mississippi River. Also to provide transmission facilities 
from the sponsors new facilities to the middle of the Mississippi River 
between Sheiby County, Tenn., and Crittenden County, Ark., includ- 
in modifications to an existing river crossing, interconnecting be- 
tween TVA and the Arkansas Power & Light Co. and its existing and 
further points of connection between mn of the Southern 
Co., Mississippi Power & Light Co.,and TVA. In other words, there 
1s some interconnection necessary here to firm-up power. 
; Chey propose to enter into a contract with the Atomic Energy 
Commission for a term of 25 years from the date of commencement 
of commercial operation of the first unit with provisions for two 
5-year extensions. 

The principal provisions of the proposal are, first, that you would 
have an annual base capacity charge, exclusive of taxes, of $8,775,000, 
which is equivalent to $14.6214 per kilowatt-year, or translating that 
into mills per kilowatt-hour, it would be 1.688 mills per kilowatt-hour. 
That is subject to some variation, as I will explain later. 

There would be an up or down increase or decrease in actual cost 
of construction compared with present estimates. However, on this 
I insisted that there be a ceiling placed. In other words, I did not 
want a contract with no ceiling as to how far up this could go. So 
the agreement was that the maximum increase which we are subject 
to cover in the capital cost is 9 percent, and of this increase, we would 
pay only a In other words, it is how to figure the base capac- 
ity charge. In other words, if there is any increase over the $107 
million estimate in construction, we would pay half of that increase 
as reflected in the capacity charge, up to 9 percent, and the company, 
of course, would pay the other half or lose the other half. 

Senator Hicken oorer. In other words, you pay the increase of 
414 percent ? 

Mr. Nicnors. But it would have to be a 9 percent increase before 
we pay the 44%. Anything over 9 percent they take it off. We also 
gain in exchange for that one-half of any savings by a decrease in 
price. Putting this in terms of money, if this went over the 9 percent, 
or 9 percent or over, on construction-cost estimate, the maximum 
aa increase to the AEC would be $285,000 per year, or 47.5 cents 
per kilowatt-year putting it back on the way I had this $14.6214 per 
kilowatt-year. So that is the degree of fluctuation that we are taking 


a risk on. It should be pointed out again that if we pay the extra 
$285,000, they also are losing that much from what would have been 
profit. 
Second, there is an escalator clause up or down for changes in cost 
of fuel. They base their estimate here on 19 cents per million B. t. u., 
with a fuel component included in the base-capacity charge required 
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to keep the plant in operation under no-load conditions. That is a 
normal way of writing a contract. So whatever the price of coal 
is, It goes up or down depending on how it deviates from 19 cents. 

There would also be an upward-only revision for a apg 
correction of less than 93 percent. Second, there would be an energy 
charge of 1.863 mills per kilowatt-hour subject to adjustments up or 
down in case of the increase or decrease in fuel cost from 19 cents 
per million B. t. u., and for increases or decreases in labor rates based 
on the hourly earnings of production workers in the electric utility 
industries as compiled by the Bureau of Labor Statistics, using $1.97 
per hour asa base. 

That is a reasonable way to give an escalator clause for both the 
coal and the labor. All these costs to date do not include taxes. 
‘The proposal provides for reimbursement by the AEC for all taxes, 
licenses, and fees, State, local, or Federal; paid or payable by the new 
corporation during the term of the contract, except that taxes aris- 
ing out of the use of facilities for purposes other than the supply 
of capacity and energy to AEC will not be paid by the AEC. The 
reason for that last is that under terms of the contract there may 
come situations where we would be using all the power and they would 
be using some it in their own system. In that case, of course, 
we would not be paying all the taxes. There would be an adjust- 
ment. 

We also have a cancellation clause. In other words, cancellation 
can be accomplished only by the Atomic Energy Commission and 
it provides generally as follows: That in case of cancellation, in view 
of the fact that this power is for the TVA, the TVA would continue 
to receive and the Atomic Energy Commission to pay for power at 
the contract rates during a 3-year notice period. The reason this was 
put in was that initially the company stated they did not want to 
sell to TVA at these rates. 

This period should be sufficient to permit TV A, if required, to make 
other arrangements for meeting the requirements of the Memphis area. 
There we used the 3-year construction period so that, once we have 
this set up, if something should hs appen to require us to cancel, there 
is time for TVA to build whatever is necessary. 

Second, after termination, the company will have first call on the 
capacity and will absorb as rapidly as load growth will permit, but 
in any event not less than 100,000 kilowatts per year. In other words, 
they will start absorbing the load after the 3 years for their own pri- 
vate use. The costs associated with the capacity absorbed by the spon- 
sors will be borne by the sponsors. 

Third, any capacity not absorbed by the sponsors after the 3-year 
notice period may be assigned by the Government to another gov- 
ernmental agency at a price to be approved by the Federal Power 
Commission. Ail these things tend to reduce the cancellation charges. 

Fourth, in the event no capacity is used during the notice period, 
the base capacity charge will be reduced by one “million and a half 
dollars and proportionately i in case of partial reduction. After ter- 
mination, the base capacity charge, less the $1,500,000, will be reduced 
proportionately to the capacity absorbed by the sponsors. 

The total maximum cost of cancellation to the Government, assum- 
ing the plant is idle—in other words, you don’t use it at all—any- 
body—from the date of notice of cancellation is estimated at $40 mil- 
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lion, plus fair and reasonable expenses payable to third parties. For 
example, if they contracted for coal and there was no use made of this 
plant and you had to settle with the coal company, that would add to 
the $40 million. That is the meaning of the fair and reasonable ex- 
penses. 

Another provision of the proposal is that appropriate arrangements 
must be made by the Atomic Energy Commission with the TVA for 
the receipt by it and delivery to the AEC in kind of the power and 
energy to be supplied and directed above. That generally describes 
the proposal. 

Subsequent to receiving the proposal, the Atomic Energy Commis- 
sion, after making an analysis to compare it with the rates that we are 
now paying at Paducah and the total cost, forwarded the proposal 
with the analysis to the Bureau of the Budget, and in forwarding it, 
it was made clear to the Bureau of the Budget that the Commission 
did not agree on the wisdom of the AEC entering into this type of 
contract. The AEC forwarded this proposal, however, on the premise 
that it involved questions, such as increased cost to the Government, 
that were beyond the competence of the AEC. In other words, it 
took higher authority, either the President or the Congress, to deter- 
mine that this proposal which involved higher costs to the Govern- 
ment, when you consider taxes and interest and coal, is advantageous 
to the United States Government. 

I believe, although I am not certain, that all the Commissioners 
believe that if the President or the Congress directs us to do this that 
it is within our legal competence to do it. 

Subsequent to receiving this proposal from the Bureau of the Budget, 
various conferences have been held, some of which have been attended 
by myself and Mr. Clapp of TVA, and Mr. Frank Adams and Mr. 
Hughes. Then we have had our staff working, trying to agree on 
what is the correct technical analysis of the difference in costs. I am 
prepared to give that analysis for the Bureau of the Budget this 
morning. 

I would like to refer very briefly to another proposal that had been 
received, and that is the Von Treskow proposal, which is a proposal 
received which I will not discuss thoroughly unless someone desires 
it, because, as I will point out later, it has been rejected. 

Representative Hoxrrrevp. I didn’t understand the last sentence. 

Mr. Nicnors. The Von Treskow proposal has been rejected by the 
Bureau of the Budget. In other words, we go back to the Dixon- 
Yates proposal as being the better of the two. If later someone wants 
to discuss the Von Treskow proposal I will describe it. I prefer to 
cut this short and give what is the best deal. If later you want the 
Von Treskow proposal I will be glad to furnish the information. 

Representative Durnam. Was any action taken by the Commission 
or General Manager? 

Mr. Nicnots. The application was analyzed by the Commission 
and forwarded to the Bureau of the Budget in the same way. 

Representative DurHam. With no recommendation. 

Mr. Nicxoxs. We did state in this one that we felt that we should 
stay out of the Von Treskow proposal; that there was no protection 
whatever and we didn’t have the legal authority to enter into the type 
of proposal they suggested. There were other considerations that 
made it less desirable. 
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So we indicated that there was a difference in the proposals, but we 
passed the whole thing to the Bureau of the Budget with the facts. 

Representative Hoxirietp. At what point did you decide that you 
had the legal authority to go into the Dixon- Yates proposal ? 

Mr. Nicuots. The period of time, Mr. Holifield ? 

Representative Hortirmecp. The Von Treskow proposal required an 
additional time period ? 

Mr. Nicnots. Beyond the 25 years. 

Senator Pastore. Under what provision of the law would you say 
that the Dixon- Yates would be legal ? 

Mr. Pricer. Section 12 (d). 

Senator Pastore. Will you read it? 

Mr. Price. This is section 12 (d) of the Atomic Energy Act: 

The Atomic Energy Commission is authorized in connection with the con- 
struction or operation of the Oak Ridge, Paducah, and Portsmouth installations 
of the Commission, without regard to section 3679 of the Revised Statutes, 
as amended, to enter into new contracts or modify or confirm existing contracts 
to provide for electric-utility services for periods not exceeding 25 years, and 
such contracts shall be subject to termination by the Commission upon pay- 
ment of cancellation costs as provided in such contracts and any appropriations 
presently or hereafter made available to the Commission shall be available 
for the payment of such cancellation costs. Any such cancellation payments 
shall be taken into consideration in determination of the rate to be charged 
in the event the Commission or any other agency of the Federal Government 
shall purchase electric-utility services from the contractor subsequent to the 
cancellation and during the life of the original contract. 

Senator Pastore. In other words, it would be a SS or a 
condition precedent that this new establishment would have to be 
necessary for the operation of Oak Ridge, Paducah, or Portsmouth; 
am I right? 

Mr. Price. It has to be a contract in connection with the construc- 
tion or operation of one of those installations. 

Senator Pastore. And the Commission would have to determine 
that first ? 

Mr. Price. That is right. 

Chairman Cote. Proceed, General Nichols. 

Mr. Nicuots. If I may proceed, this morning at 9:30 I received 
a letter, which I am about to read into the record, and as a result of 
our departing at 9:40 for this meeting, the Commission has not seen 
the letter. So this is the first information to the Commission of the 
contents of this letter. 

Dr. Smytu. I might say, Mr. Chairman, that Mr. Nichols did tell 
be the letter arrived. But I had no opportunity to read it. 

Mr. Nicnors. This is from the Executive Office of the President, 
Bureau of the Budget, dated June 16, 1954. 

My Dear Mr. Strauss: I have your letter of April 15, 1954, transmitting the 
revised proposal of Mr. E. H. Dixon, president, Middle South Utilities, Inc. ; 
and Mr. E. A. Yates, chairman of the board, the Southern Co., to supply power 
to the Atomic Energy Commission and advising us of the Commission’s views 
with respect to the proposal. 

Since receiving your letter, a thorough analysis of the proposal has been 
made by the Bureau of the Budget staff in consultation with the staff of the 
Atomic Energy Commission and the Tennessee Valley Authority. The factual 
results of this analysis have been discussed with Mr. K. D. Nichols, General 
Manager of the Atomic Energy Commission, and Mr. Gordon Clapp, at that 
time Chairman of the Board of the Tennessee Valley Authority. Careful con- 
sideration has been given to the aspects of the proposal pointed out in your letter 
as well as those raised in later discussions with Mr. Nichols and Mr. Clapp. 
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I have also your letter of June 11, 1954, in which you present an analysis 
of a later proposal made on May 26, 1954, by a group headed by Mr. Walter von 
Tresckow, a financial and economic consultant of New York. 

This proposal and analysis have been reviewed by the Bureau of the Budget 
with the assistance of Mr. Francis L. Adams and Mr. H. E. Roberts, of the Fed- 
eral Power Commission, who have been acting as technical consultants to the 
Bureau and who participated with AEC s‘aff in the analysis of both proposals 
and in discussions of them with the TVA staff. 

It has been concluded with you that the Von Tresckow proposal does not 
warrant further consideration by the Atomic Energy Commission at this junc- 
ture for the following reasons: 

1. There are many elements of uncertainty and indefiniteness in the proposal. 

2. The organization to accomplish the work does not exist. 

3. The Government would be required to take the entire financial risk with 
no real ceiling on the Government’s liability. 

4. The proposal would not provide any clear savings to the Government over 
the Middle South-Southern proposal. 

Our analysis of the Middle South-Southern proposal and the alternative of 
providing additional capacity by the Tennessee Valley Authority leads to the 
following conclusions: 

1. The use of privately generated power will avoid an outlay,of about $100 
million of Federal tax revenues for capital investment over the next 3 years. 

2. The Middle South-Southern proposal is a firm offer with a stated maximum 
capital cost reflected in the demand charges, whereas there can obviously be no 
guaranty as to the ultimate capital costs of a TVA plant despite the favorable 
construction record of that agency in recent years. 

8. The annual costs of the private proposal are reasonable in comparison with 
those estimated by TVA when all factors are considered. The significant differ- 
ences are that the private company must pay State and local taxes and has a 
higher cost of the money than the Federal Government on its borrowings. 

4. The Middle South-Southern proposal provides cancellation privileges in 
the event that AEC operations are reduced or terminated during the life of the 
contract, whereas, additional TVA capacity would necessarily remain in the 
Government under the same circumstances. Moreover, this proposal will reduce 
the magnitude of necessary adjustments in the TVA system which would result 
in the event of a reduction or termination of ABDC operations in the future. 

The President has asked me to instruct the Atomic Energy Commission to 
proceed with negotiations with the sponsors of the proposal made by Messrs. 
Dixon and Yates with a view to signing a definitive contract on a basis generally 
within the terms of the proposal. He has also requested me to instruct the 
Commission and the. Tennessee Valley Authority to work out necessary con- 
tractual, operational, and administrative arrangements between the two agencies 
so that operations under the contract between AEC and the sponsors will be 
carried on in the most economical and efficient manner from the standpoint of 
the Government as a whole. 

In working out the arrangements between AKC and TVA, it is contemplated : 
(1) that the Atomic Energy Commission will bear all local, State, and Federal 
taxes payable by the Government under terms of the contract; and (2) that 
the TVA will bear all costs necessary to receive the contract power at contract 
delivery points and all costs to move this power through the TVA transmission 
system. 

The contractual and billing arrangements between the two agencies should 
be as simple as possible and so place responsibility on each agency as to assume 
satisfactory results. I would like to be advised of the arrangements that are 
worked out. 

It is desirable that the Commission proceed as rapidly as possible with the 
necessary negotiations with the sponsors and with the Tennessee Valley Author- 
ity. I am sending a copy of this letter to Vice Chairman Curtis, of the Tennessee 
Valley Authority, and am also writing him directly. Attached for your informa- 
tion are copies of my letters to the Tennessee Valley Authority. 

Sincerely yours, 


RowLanp Hvuenes, Director. 


T have also been authorized to indicate to the committee the general 
analysis that has been made by the Bureau of the Budget as to why 
they arrived at this decision. The intensive review of the Middle 
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South-Southern proposal made by the AEC-TVA and the Bureau of 
the Budget shows in summary. 

Chairman Coxe. General Nichols, from what are you reading? 

Mr. Nicuoxs. I am reading from drafts of letters that have been 
prepared, which, I believe, w ill go to Senator Saltonstall. I have been 
wuthorized to use the data in these letters to indicate the line of rea- 
soning. 

Chairman Core. Are these your expressions, the Commission’s ex- 
pressions, or the Bureau of the Budget ? 

Mr. Nicuots. These, 1 would say, are the analyses that have come 
out of the Bureau of the Budget. The only participation the Com- 
mission has had in these has been that of a technician. In other words, 
I have permitted Mr. Cook to agree that the figures in here are accu- 
rate. The staff agrees, as tec hnici ‘ians, to the accuracy of these figures. 

Representative Houirienp. Mr. Chairman, have those letters been 
sent to Senator Saltonstall ? 

Mr. Nicuots. They are being sent. 

Representative Houirieip. ‘hey are being sent when / 

Mr. Nrcuots. I understand today. 

[ am not reading the whole letter. AI] I am reading are the analyses 
and I am also reading some parts of the analyses that have not been 
sent to Sentor Saltonstall, but the { figures that we, as a staff, have 
agreed to as being accurate. All I am reading are figures that as a 
staff we have agreed represent the dollar considerations. 

Representative Hoxitrretp. Mr. Chairman, the letter which General 
Nichols is reading excerpts from should be made a part of the official 
records of this committee at this time in order that we might know 
the contents of the full letter. If he is going to use excerpts from 
this letter, I suggest that the complete letter be now made available 
to the committe a 

Mr. Nicnoxs. I do not have the complete letter, sir. 

[ was proposing to read parts of what I understand are going into 
the complete letter—solely the statistical data. 

Representative Honirretp. You do not have in your possession the 
letter or a copy thereof ? 

Mr. Nicwons. Yes, I do. I had some question. I was certain I 
had the draft which we went over yesterday. But it has been changed 
to delete some of these figures. I have been authorized to use ‘the 
figures on the premise our staff has agreed to the accuracy of them. 

Chairman Corr. Why is it necessary to identify these expressions 
in any fashion as being related to a letter that you propose to send 
to somebody else? 

Mr. Nicuo.s. They do not need to be necessarily. 

Representative Hoxirreip. They have already been related to a let 
ter from the Bureau of the Budget, as I understand it, to Senator 
Saltonstall. That will immediately become a matter of public record 
because it is directed to the Appropriations Committee of the Senate. 

Therefore, if it is going to be used, or any part thereof, in this 
presentation, I respectively suggest that it be made a part of the 
record, 

Chairman Corr. The expressions that are now contained in the 
letter proposed to be sent to Senator Saltonstall came from a different 
document from the Budget Bureau. Do you have any objection to 
putting the whole letter to Senator Saltonstall in this record ? 
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Mr. Nicuors. I didn’t get that authority. I asked solely for the 
authority to read the statistical data that we had agreed to, plus 
some additional statistical data we had agreed to. 

Chirman Cote. Read the data without any reference—— 

Representative Horirreip. He has already made the reference, 

Mr. Nicuots. I made the reference that part of this is contained 
in a letter to Senator Saltonstall. 

Representative Horirretp. I am perfectly willing to postpone, if 
General Nichols does not have the authority to give the full context 
of the letter, until he can get authority to give the full context of the 
letter. 

Chairman Core. That is my concern. 

Representative Hoxiri1eLp. It is my desire to protect General Nichols 
against any breach of confidence but I suggest that this committee 
have this letter before the day is over. 

Mr. Nicuors. We may introduce it. 

Chairman Corer. It would be better to withhold it. 

Mr. Nicuotrs. I find Mr. Cook, in talking to Mr. Candless, was 
informed, that if as a result of questioning it became desirable to put 
the letter in the record, we can do so. 

Chairman Corte. With the understanding Mr. Holifield has ex- 
pressed, if the letter is dispatched to the Senator today, a copy of 
the letter will be provided for this committee. 

It seems to me it would be better that you do not put in the record 
at this time a letter which has not been sent. I suggest that you hold 
it until it has been sent and then supply us with a copy. 

Mr. Nicnots. The note states: 

Copy of letter which I (Mr. Hughes) have sent to Senator Saltonstall. 


Chairman Corr. If the letter has been sent, all right. 

Mr. Nicuors. Do you care for me to read the letter or the data? 

Chairman Cote. Go ahead and read whatever you want to, as far 
as the chairman is concerned. 

Representative Hoxirietp. Please send a copy of the letter for- 
ward if you are reading it now. 

Mr. Nicuors. I will read the copy. It is dated June 16, 1954. 
The chairman is Senator Saltonstall. 


Deak Mr. CHAIRMAN: This is in further reply to your letter of May 14, 1954, 
relating to negotiations by the executive branch to supply the Atomic Energy 
Commission from private sources with from 500,000 to 600,000 kilowatts of 
power as contemplated by the 1955 budget. 

In the 1955 budget message the President pointed out that arrangements 
were being made to provide for the estimated additional power load of the 
Tennessee Valley Authority area for 1957 by reducing existing commitments 
of TVA to AEC by 500,000 to 600,000 kilowatts and thereby eliminating the 
need for appropriations to finance additional steam generating units at this 
time. 

In exploring ways to obtain the additional capacity, consideration of the 
problems involved in furthering concentration of additional capacity in the 
Paducah area indicated that the most economical method for accomplishing 
the objectives stated in the budget message would be to provide additional capac- 
ity in the Memphis area. Accordingly proposals were received on the basis 
that TVA would continue to deliver power to AEC at Paducah where it is 
needed by AEC, but would receive in substitution power purchased by AEC 
from private sources in the Memphis area where power is needed by TVA. 
This method would avoid a further concentration of generating capacity in 
the Paducah area 
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Senator Pastore. At that point may I ask would that be in com- 
pliance with this section that we have just read. Do the attorneys 
claim that would be in compliance ? 

Mr. Price. Senator, we are satisfied that we have the legal authority 
to go through with this arrangement. The decision having been 
made at the “President's direction that we are to relieve TVA of a 
commitment for 600,000 kilowatts makes it necessary for us to make 
other arrangements and we have been directed to make other arrange- 
ments. Engineeringwise the sensible way to do it is to make arrange- 
ments by displacement ‘ather than to put another plant in the 
Paducah area. So these arrangements will involve AEC, TVA and 
the private power company. 

Mr. Nicnots. May | proceed? 

Chairman Coxe. Yes. 

Mr. Nicnoxs (reading) : 


This method would avoid a further concentration of generating capacity in the 
Paducah area, provide TVA with power from a new plant located near a major 
load center and assure AEC of continuity of power from the plant built 
specifically to serve its needs. 

As a result of the statement of policy set forth in the budget message, the 
Atomic Energy Commission has received two proposals. The first was a firm 
proposal from Middle South Utilities, Inc., and the Southern Co., dated April 
10 to provide AEC with 600,000 kilowatts of power. The second was sub- 
mitted, under date of May 26, 1954, by a group of investment bankers, attorneys 
and financial consultants, headed by Mr. Walter von Tresckow, financial and 
economic consultant. 

Both proposals have been thoroughly analyzed by the Bureau of the Budget 
in consultation with AEC and TVA. The von Tresckow proposal has been 
found to be less advantageous from the standpoint of the Government than 
from the Middle South-Southern group. The Middle South-Southern pro- 
posal is predicated upon a base capital requirement of $107,250,000 for the 
production and transmission plant with provision that the new corporation 
and AEC share on a 50-50 basis any decrease or increase in this figure up to 
$117 million, any further increase to be borne in its entirety by the corporation. 

The contract would cover a period of 25 years with cancellation privileges 
to the Government, whereas the TVA construction would represent a fixed Fed- 
eral investment. Under the utilities’ offer the Federal Government would be 
relieved of the necessity of providing within a period of about 3 years approxi- 
mately $100 million out of its tax revenues or from additions to the public debt 
for building steam plants. The utility offer also helps spread the risk in the 
event of further reduction in the AEC power requirements which will in 1957 
take about 30 percent of the TVA power supply. The annual cost to AEC, 
excluding taxes, would amount to about $18,600,000 compared with approxi- 
mately $18 million that AEC would pay TVA under the terms of the present 
arrangement at Paducah for an equivalent amount of power. 

The difference is more than accounted for by a calculated higher cost of coal 
at the new plant because of the added distance from the source of supply. It 
should be noted that the new Fulton plant proposed by TVA would be in the 
same area and would have to meet added costs of coal, possibly as great as 
mentioned above. 

The annual reported costs to the Government as a whole under the proposal 
are estimated to be greater than if the Government were to build additional 
steam-generating capacity at its own expense. The significant differences are 
that the private company must pay State and local taxes and has a higher cost 
of money than the Federal Government on its borrowings. 

These two items make up 70 percent of the total difference and reflect a lack 
by the private group of special advantages available to TVA as an agency of 
the Federal Government. The remaining difference is due to additional trans- 
mission costs to bring the power across the Mississippi River and to TVA’s 
estimate that it can purchase fuel and operate its plant at a lower cost than 
the company. 
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If, as the private group has been assured by responsible suppliers, coal can 
be supplied for the same cost as at Fulton, much of the difference in operat- 
ing cost would disappear. 

While reported cost is necessarily an important factor, it cannot be the 
deciding factor in comparing the operations of a Federal agency with a pri 
vate organization. There are many activities now performed by private enter- 
prise for the Federal Government which the Government because of its free- 
dom from taxes and its enormous credit resources could seem to perform more 
cheaply under a concept that nonpayment of taxes by the Federal Govern- 
ment is a true saving in cost. 

This concept ignores the consideration that when a commercial-type operation 
does not pay taxes it leaves a larger amount of taxes to be absorbed by other 
taxpayers. If this concept were accepted and it were also considered sound 
to provide funds through Government borrowing, the Government might propose 
to take over those activities on the ground that they would cost less under Gov- 
ernment operation. Such action would be contrary to our basic concept of a 
private enterprise economy and of the policies of this administration. 

The Middle South-Southern proposal is reasonable considering that it is a 
firm proposal made by a private company which must pay taxes, rely on private 
credit resources and accept risk, under its contract, 

I have been asked by the President to instruct the Atomic Energy Commission 
to proceed with the negotiations of a definitive contract. Such instructions 
have been given this agency. The Commission and the TVA have also been 
instructed to work out the necessary interagency arrangements to assure the 
most favorable operation under the contract from the standpoint of the Gov- 
ernment. 

In making its analysis of the technical aspects and comparative costs of the 
various proposals, the Bureau of the Budget has had the benefit of the services 
of Mr. Francis L. Adams, on loan to the Burean from his position as Chief of 
the Bureau of Power, Federal Power Commission. Mr. Adams has functioned 
as a technical consultant to the Bureau of the Budget and is not concerned 
with any of the policy considerations which may be involved. 

Under the Middle South-Southern proposal, the AEC will secure on the basis 
of replacement to TVA 600,000 kilowatts of firm power before the end of calendar 
year 1957. This arrangement will make available to TVA 600,000 kilowatts of 
power for use in its system in exchange for power it will be delivering to the AEC. 

The 1955 budget contemplated that the 400,000 kilowatts to be supplied from 
other sources in addition to the generating capacity already planned for TVA 
would be adequate to meet present commitments for Federal loads as well »s 
estimated growth in industrial, municipal and cooperative power loads in the 
TVA area through calendar year 1957. There will be available, therefore, 100,000 
kilowatts of power to meet needs not contemplated in the budget. Additional 
AEC requirements for power at Oak Ridge in the range of 135,000 to 175,000 
kilowatts have developed since the budget was transmitted. 

Considering the contingent nature of a part of this additional AFC load, the 
fact thet provision has already been made for capacity to serve an estimated 
increase in TVA’s industrial, municipal and cooperative load of 2,855,000 kilo- 
watts by the end of the calendar year 1957, and the availability of the 100,000 
kilowatts of power mentioned above, the provisions for additional capacity 
specifically to serve these additional AEC requirements does not seem to be 
warranted at this time. It is expected that TVA will take care of this require- 
ment within the new generating capacity currently scheduled for installation 
through 1957. 

In the light of the above decisions no appropriations for the construction by 
TVA of additional steam capacity will be necessary for the fiscal year 1955. The 
fact that no additional steam generating capacity is being provided this year 
does not imply any fundamental change in the program of TVA. A full review 
of further requirements in the area beyond 1957 and the best means of meet- 
ing them will be made in connection with the 1956 budget. 

Sincerely yours, 
RoLanD HuGHEs, Director. 

It is addressed to Hon. Leverett Saltonstall, chairman, Independ- 
ent Offices Subcommittee, Committee on Appropriations. 

T had planned in addition to those figures to give one other set of 
figures that our technical people had agreed to. That is a breakdown 
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of difference in cost which I have here. Analysis of the proposal 
from the standpoint of cost to the Government, including State or 
local taxes but excluding Federal income taxes, as compared with the 
estimate for constructing a plant near Memphis by TVA, shows an 
annual cost to the Government of $20,569,000 for the private com- 
panies as compared with $16,884,000 estimated for the TVA plant. 
The difference of $3,685,000 is due to the following items. I give it in 
dollars and percent. 

State and local taxes, $1,499,000, which represents 41 percent of the 
total. The difference in the cost of money, many bearing two and a 
half percent interest and many bearing three and three quarters, is 
$1,059,000 or 29 percent of the total. The extra fuel transportation 
cost, which is noted in Mr. Hughes’ letter, there is some question about 
this, $309,000, or 8 percent. 

Difference in operating cost, $211,000, or 6 percent. So the total 
adds up here $3,078,000, or 84 percent. Then there is increased trans- 
mission cost to TVA of $607,000, or 6 percent. So the total addi- 
tional cost of 100 percent is $3,685,000. 

This directive has not yet been submitted to the Commission. I 
have checked with my legal people and they feel that having received 
a directive from the President we have the legal authority under the 
Atomic Energy Act and_I would therefore in due course submit a 
recommendation to the Commission that we proceed in accordance 
with this directive. 

Of course, it has not been acted upon, but previous discussions indi- 
cate that Mr. Strauss and Mr. Campbell had previously agreed to the 
advisability of doing this. Mr. Smyth and Mr. Zukert had previ- 
ously indicated to the Bureau of the Budget in separate communica- 
tions that they did not think it advisable. 

I believe, however, you did not question the authority to be in- 
structed. I do not know Mr. Murray’s feeling except that he has 
repeatedly indicated to me that we are jeopardizing the source of 
Atomic Energy Commission power. 

In other words, it is something I also have greatly worried about. 
Is any part of this transaction in any way jeopardizing the certainty 
of our power ? 

As an engineer, I look at it from an engineering point of view. 

There is no change whatsoever in our source of power, so I do not 
see how the power source is jeopardized. 

That concludes what I have to state, Mr. Chairman. 

Chairman Cote. Thank you, General Nichols. 

What is the pleasure of the committee, to interrogate General 
Nichols or hear Senator Gore ? 

Representative Hoxirmxp. I think we might show courtesy to 
Senator Gore and let him make such statement as he may want to 
make because I believe my questioning will run quite a length of time 
on this subject. 

Chairman Cotz. Dr. Smyth? 

Dr. Suyru. Mr. Chairman, I thought since General Nichols had 
referred to my views and Mr. Zuckerts’s views I might read into the 
record the letter which we wrote on April 16 to Mr. Hughes. 

Chairman Core. Very well. 

Representative Horirte.p. Is this the letter that you have written 
personally, Mr. Smyth? 
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Dr. Smytu. Mr. Zuckert and I wrote to Mr. Hughes expressing our 
personal opinions which I think will be made clear in the letter. 

Representative Hoitrm tp. Thank you. 

Dr. Smytu. Dated April 16, 1954: 


Dear Mr. HucHes: On April 15, 1954, the Chairman of the Atomic Energy 
Commission, Mr. Strauss, sent you a letter outlining an analysis of the negotia- 
tions for certain power to be furnished by Middle South Utilities, Inc., and the 
Southern Co. 

Under this proposal the Atomic Energy Commission contracting power would 
be used as a vehicle for the supply of 600,000 kilowatts of power in the Memphis 
area. 

With the knowledge of the other members of the Commission, we are taking 
this opportunity to bring to your attention our personal view that the proposed 
action involves the AEC in a matter remote from its responsibilities. In an 
awkward and unbusinesslike way an additional Federal agency would be con- 
cerned in the power business. 

The proposal under discussion is an outgrowth of the responsibility to the 
President’s budget message under your letter of December 24, 1953, requesting 
the AEC to explore the possibility of reducing existing commitments of the TVA 
to the Commission. In the course of that exploration it was determined to be 
unwise to disturb the AEC arrangements with TVA upon which our production 
schedules depend. Since that determination, the explorations have taken a 
different course. 

The present proposal would create a situation whereby the AEC would be 
contracting for power not one kilowatt of which would be used in connection with 
the Commission production activities. The creation of such a contractual rela- 
tionship would place upon the Commission a continuing responsibility during 
the 25-year life of the contract for stewardship in respect to matters irrelevant 
to the mission of the Commission. 

It has been our observation in Government administration that arrangements 
which are obviously incongruous at the outset tend to become even less clear- 
cut because no one can foresee what contingencies may arise over a long term of 
years. In addition the proposed action certainly seems a reversal of the sound 
philosophy embodied in the community-disposal legislation recently sent forward 
to Congress. One motivation for that legislation was the desire to eliminate 
responsibilities not essentially involved in the Commission’s sober and exacting 
principal mission. 

Of course, if the President or the Congress directs the Commission to accept 
such a responsibility we will endeaver to discharge it fully. 


Signed: “Henry D. Smyth, member, Atomic Energy Commission ; 
and Eugene M. Zuckert, member of the Atomic Energy Commission.” 

Chairman Coir. Mr. Campbell, do you care to express yourself on 
the subject at this time? 

Mr. Camprett. Mr. Chairman, I think the General Manager has 
set forth my views on this matter. 

Representative Price. Mr. Chairman, may I ask Dr. Smyth a 
question ¢ 

Chairman Coz. Certainly. 

Representative Price. I wonder if you would care to put in the 
record the reply which you received to that letter ? 

Dr. Smytu. The reply is dated May 24: 


My Dear Dr. SMytH: I am in receipt of the letter of April 16, 1954, in which 
you and Mr. Zuckert jointly express your views with respect to a possible 
arrangement whereby the Atomic Energy Commission would enter into a contract 
with a private utility in order to release a block of power to the Tennessee 
Valley Authority for its own load growth. The matter is still under study and 
decision will be reached only after careful consideration of all aspects of the 
proposed arrangement. 

I greatly appreciate the expression of your personal views. 

Iam, 

Sincerely yours, 
ROLAND HUGHES, 
Director. 
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Senator Pastore. In other words, Dr. Smyth, you feel that you do 
not have the legal authority to enter into this contract; am I right ¢ 

Dr. SmytH. We were not attempting to express a view on the legal 
authority, Senator Pastore. We were expressing our view on what 
seemed to us the unwisdom of the Commission getting into the busi- 
ness of being a broker for the supply of power for the Memphis area. 

Senator Pasrore. But I think your letter indicates that none of this 
power that will be produced in the Memphis area is a rane by 
the Commission insofar as Paducah, Portsmouth, or Oak Ridge is 
concerned. 

Dr Smyru. That is correct. 

Senator Pastore. Therefore, that would be in violation of the clear 
intent of the act that was passed last year; am I right or wrong? 

Dr. Smytu. Senator Pastore, you know th: at I never try to set ‘myself 
up as a lawyer. 

Senator Pasrore. What is your opinion of it from the letter you 
have written ¢ 

Dr. Smyru. From the letter I have written I have said that I think 
it is unwise, that it is an extension of our normal and appropriate 
activity. I have to accept the opinion of our counsel that it is legally 
permissible. 

Mr. Nicnots. May I make one comment there? Dr. Smyth, in his 
letter, I am sure did not consider part of the power—although the 
exact power will not be going to ARC—orizinsliy there was 500,000 
needed in TVA and the reason for the full 600,000, in fact we put in 
650,000 here, is because AEC has increased requirements at Oak Ridge. 

Actually, ‘when you put power into a power system to tell where a 
particular ampere goes when it starts going around the TVA system 
is pretty complicated. Probably it 1s technically correct that no 
ampere ever produced at this plant will technically get into Oak Ridge 
or Paducah. 

Representative Price. Mr. Chairman, may I ask General Nichols 
another question ? 

Chairman Cote. Go ahead. 

Representative Price. General Nichols, was this action initiated by 
the AEC? 

Mr. Nicnots. No, sir. Not that I know of. 

Representative Price. Have you given any consideration to a pro- 
posal of this type? 

Mr. Nicnors. As I understand, this action was initiated by Mr. 
Hughes in a conference with Mr. Strauss back around December, a 
meeting called in the office of Mr. Dodge. It originated in the Bureau 
of the Budget as an administration policy. That was December 2 

Representative Price. In other words, the Commission was directed 
to do this. 

Mr. Nicnors. No. At that time it was a discussion of whether this 
was technically feasible. It resulted ultimately in the letter of De- 
cember 24. That was the first official communication. But the idea 
was initiated around December when considering budgets. 

Representative Pricer. Was the proposal in such shape that it was 
an actual fact before the Commission, as a Commission, knew about it / 

Mr. Nicuots. Not as an actual fact; no. There had been discus- 
sions between, at that time, Mr. Walter Williams, who was Deputy 
General Manager. I didn’t know about it. I was new as General 
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Manager and Mr. Williams was handling the bulk of the problems at 
that time. I learned sometime in December that discussions were 
going on as to whether such a thing was technically feasible. 

I got into it somewhere about December 8. Mr. Strauss got the 
letter on December 24. It looks like a little slowness in rsail delivery 
here. I got it on January 4. 

Chairman Core. Don’t blame that on the mail. Remember the 
period of the year. 

Mr. Nicnors. That is right. It is over the Christmas weekend. 

On January 6, IT have a note that Mr. Williams informed Mr. 
Zuckert that we had such a letter. We were still just talking gen- 
eralities with these various companies ; no proposal at any time. On 
the 19th of January, the first Commission 

Representative Dura. Right at that point, on the question that 
Mr. Price asked you, the request came to you by asking you to reduce 
your commitments ? 

Mr. Nicuors. No. It came to consider this and explore it. On 
January 19 we discussed it with the Commission. 

Representative Durnam. Where did that come from? 

Mr. Nicnors. What is that, sir? 

Representative Durtam. Where did that request come from, the 
Bureau of the Budget? 

Mr. Nicnors. It came from the Bureau of the Budget to consider 
negotiating a contract. In other words, we did not consider this a 
firm directive at that stage. So the first thing the General Manager’s 
office did was to see whether it was feasible to negotiate such a con- 
tract and if there was anybody interested in furnishing such power. 

It was during that stage that we talked to Mr. McAfee, Mr. Dixon, 
and Mr. Yates and we did not at that stage have any firm proposal 
from anybody. The first time it came up at a Commission meeting 
was on the 19th of January when it was discussed. It was subse- 
quently discussed on the 26th of February. At that time we had the 
initial proposal of Mr. Yates. Incidentally, that was a much higher 
cost. to the Government. They were estimating then some six or 
seven hundred million dollars. 

I have another minute that on March 2 we had another discussion 
of it ata Commission meeting. Another on the 2d of March, a memo- 
randum. On the 14th of April, of course, we forwarded—we for- 
warded the letter before then, I believe. 

Representative Duruam. Negotiations have been underway for 
reducing your commitments since 1953, as I recall. 

Mr. Nicrors. We were talking to people as to whether they would 
be in a position to make a proposal. In other words, my view, when 
I got into it, if no company was in a position to do this 

Representative Durnam. This didn’t begin because of the fact of 
increased use at Oak Ridge ? 

Mr. Nicnors. No, that is right. It originated from the fact that 
the President was considering asking us to transfer power from TVA 
to where they could use it for their own resources. 

Representative Durnam. That is right. 

Mr. Nicnots. In other words, we were faced with the possibility 
that we might not have TVA power available. 

Representative Hotirrerp. Just a minute on that. Let us not get 
out on that limb. Your contract with the Paducah plant is firm? 
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Mr. Nicnois. That is right. 
Representative Hoiirtetp. And you were faced with no danger of a 
lack of a commitment nor of any threat to reduce it ? 

Mr. Nicnors. We had no worry about the lack of commitment. 

Representative Hotirretp. Nor have you contemplated cancellation 
of any of your present contracts because they are firm contracts / 

Mr. NicHots. That isright. We at one time considered that the ap- 
yropriate approach to this thing would be to cancel a portion of our 
Padu ‘ah contract and contract for additional power from EEI. That 
was the first, most obvious approach. 

I, as General Manager, would never have agreed to cancellation of 
any contract that would jeopardize our supply. 

Representative Horirimxip. Especially if it was a cheaper contract 
than the one you would have to assume. You would not cancel a con- 
tract with the TVA at Paducah to assume one with EEI which would 
cost the Government more. That would not be in the public interest, 
would it ? 

Mr. Nicuors. I would say this: It would not be within the prerog- 
atives of the General Manager of the AEC to make such a determina- 
tion that it is in the public interest. I would not therefore be in a po- 
sition to recommend it. But I recognize that someone else might di- 
rect us to make such a deal. 

Representative Price. I have just one more question. Will the pro- 
posed West Memphis plant supply power to any atomic installation ¢ 
Mr. Nicnots. You will have power supplied to the TVA system. 

Representative Price. Will the TVA system, I said, directly sup- 
ply any atomic energy installations ? 

Mr. Nicnors. By replacement it will. In other words, we have sub- 
sequently, as a result of reviewing our own program, sent a letter to 
the TVA from our Oak Ridge office indicating the need for additional 
power. That was not in the original consideration here, but subse- 
quently this spring—Mr. Cook will try to find the exact date—we in- 
formed TVA we needed additional power and the Bureau of the 
Budget said they would handle this all as one item. 

Representative Durnam. What date? 

Mr. Nicnors. I will try to find it here. Actually, under this letter, 
the Budget is informing TV A and informing us that our requirements 
for additional power will come out of this proposal. That doesn’t 
mean that you get this power and run it all the way over. You fur- 
nish the TVA system and by replacement you make the power avail- 
able. It is dated February 26, 1954. We sent a letter to Mr. Wesse- 
nauer, by Mr. Sapirie, Manager, Oak Ridge. 

Representative Houirrmeno. That was the day after the President's 
budget message on the 25th / 

Mr. Nicnuots. The budget message was before that, was it not—21st 
of January ? 

Representative Hoiiriretp. Yes; excuse me. 

Mr. Nicnors. Twenty-first of January. 

Representative Houtrme.p. Six days later. 

Mr. Nicuors. When this requirement came up, we felt the addi- 
tional power needed should be put in as a request to TVA. It has 
been considered as a part of this general setup from then on. Back 
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in December we did not know we would need additional power at Oak 
Ridge. 


Chairman Cor. 












Senator Gore. 





STATEMENT OF HON. ALBERT GORE, A UNITED STATES SENATOR 
FROM THE STATE OF TENNESSEE 





Senator Gore. Mr. Chairman, gentlemen of the committee, I appre- 
ciate the privilege of testifying before this committee. I do so as a 
Senator of the United States. I do so not particularly because I come 
from the valley of the Tennessee; I do so from a broader standpoint. 

I think each member of this committee is aware of the fact that 
for 5 years I was on a subcommittee in the House and served as acting 
chairman for the consideration of the atomic energy budget. There- 
fore, the importance of the program is nothing new to me. I think 
the proposal presented to this committee involves some very serious 
questions. I may say that the testimony of Mr. Nichols, the exhibits 
which he has read, verify every apprehension I expressed on the floor 
of the Senate. I am sorry that they have been verified. 

I think this committee needs first, if I may presume to suggest— 
and I think it is so serious that every Member of the Congress should 
presume to make a suggestion—to consider the wisdom and the legality 
of the action herein referred to. I think this committee should want 
to ask itself just what power it has, just what part it plays in the 
operation of the atomic energy program, and just what part the Com- 
mission plays. 

Here we have a decision reached which has not been concurred in 
by a majority of the Commission. You heard a dissent from two. 
The other, according to Mr. Nichols, has not reached a conclusion. 
Even the General Manager, who seems to have been a willing party 
to this from all I hear, and the Chairman who likewise seems to have 
been an abettor, refuses to take the responsibility that this action is 
in the public interest. 

And yet, gentlemen of the committee, the President or the Bureau 
of the Budget, for reasons which I would not like now to assign, 
directs the Commission to enter into this deal to the detriment of the 
public interest. 

Now, if the Atomic Energy Commission has no authority over 
management, then this committee ought to know about it. If this 
committee has no part in this decision, then I think it is time we were 
finding it out. 

Here we see the Atomic Energy Commission wilting under pres- 
sure and saying that, if directed, they will go through with this, 
though not one of them endorses it as a matter of wisdom. 

I think the committee should examine this proposal. I am_pre- 
sumptuous in saying what I think but I do not know how else I can 
contribute. 

The first action I think this committee should take is to instruct 
the Commission to enter into no contractual obligation until this com- 
mittee gives the clearance. If you have not that authority, then you 
have no authority. I thought this committee had a vital part in the 
program. 

The question then arises to which I have already referred. What 
part does the Commission play in management? I understood when 
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we passed this act, and I participated in its enactment, that we were 
creating an independent agency and that we were vesting the powers 
of management in a commission—an independent agency—respon- 
sible to the Congress. 

I do not mean to suggest that the Executive plays no part in this. 
I know it plays a very vital part, but I do question the legal right 
of the Executive, irrespective of the wishes of this committee, irre- 
spective of the recommendation or the wishes of the Commission, to 
direct it to enter into a deal to operate Dixon-Yates at maximum 
efficiency. 

I think next the committee should examine the propriety and fair- 
ness of this contract, and the negotiations that led up to it. I read 
on the floor of the Senate the data sheet of the Atomic Energy Com- 
mission by which those interested in making suggestions or proposals 
would be guided. Here is what was called for. Here are the require- 
ments of those who wish to bid. I read subsection D: 

Dependable backup to permanent year-round operation at 600,000 kilowatts 
to provide for shutdown for normal maintenance operation. 

Subject E: Excess generating capacity may be used by supplier for sale to 
others or for own use when not needed by AEC. 

F; Delivery to TVA for the account of AEC at points near or at Memphis, 
Tenn., for use in the Memphis area by TVA as a replacement of energy being 
delivered by TVA to the Paducah gaseous diffusion plant. 


Before raising the question of exclusiveness of this contract, I wish 
to raise a question of legality of expenditure for this purpose. If 
the Atomic Energy Commission would have authority to make a con- 
tract with a private utility concern to furnish power to the Memphis 


area, then it seems to me it could make a contract with a private 
concern to supply power to the Cincinnati area. Just how far does it 
oot 

Here is the beginning of this section : 

The Commission is authorized in connection with the construction or opera- 
tion of the Oak Ridge, Paducah, and Portsmouth installations of the Com- 
mission— 
to make such contracts. 

Can we stretch that so far as to say that this data sheet meets 
those specifications? Is this electricity for the construction or opera- 
tion of any of these facilities ? 

Not on your life. It is 200 miles from Memphis to Paducah; it is 
400 miles from the site of this plant to Oak Ridge. 

They say here—let me read it again: 

Delivery to TVA— 
not to the AEC—for use—I am reading the AEC data sheet which 
this committee ought to have— 
for use in the Memphis area. 

That is what it says. 

Gentlemen, if the Atomic Energy Commission has authority under 
this section of the act to do this, which I challenge—and I would 
suggest that the General Accounting Office be called upon in that 
connection—if they have that authority then this Congress should 
immediately remove such authority. 

According to this data sheet this is a tailormade proposition on 
which but one concern can submit a competitive proposition. Who 
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has a backup to firm up 600,000 kilowatts of power? No one except 
the utility operating in this area. Who has the facilities to use 
power for own use when not needed by AEC? Only a utility con- 
cern operating in the area. This is an exclusive contract. Prefer- 
ential treatment directed against the wishes—maybe I better not go 
so far as to say a majority of the Commission, because Mr. Murray 
has not taken his firm position yet. 

Now I think the third big question is public policy. You have 
heard the testimony about how much more this would cost the tax- 
payers than the same amount of power from the Shawnee plant, but it 
is not proposed to disconnect the Shawnee plant, not at all. This 
power is not for use of the AEC. 

I always understood that we gave agencies such as the Atomic 
Energy Commission broad authority for the purposes of its program. 
Here is a frolic ulterior to its purpose or its program, as the Commis- 
sioner said. 

Are we here by this instance authorizing the Atomic Energy Com- 
mission to go into the power business to furnish power to Memphis, 
Cincinnati, Los Angeles, Seattle?’ Where does it go! What is the 
precedent ? What is ‘the legality for it? I think this committee ought 
to stop this right now until you reach some fundamental decisions. 

Here it is said that this amount of power would cost many millions 
of dollars more than the same amount of power now supplied by TVA. 
Now, if the Government needs more power, if the Atomic Energy 
Commission needs more power, then I think we should devise and ad- 
vise upon the most economical source from which it is to be obtained. 
Such is not the case. The Atomic Energy Commission is not here 
asking for authority to obtain more power for its use. It is here tell- 
ing you that somebody has told it to make a contract for power for 
an ulterior purpose. 

Let me tell you what this is, gentlemen, and I now come to the TVA. 
TVA is incidental to this. I hope you will not consider it only in the 
light of its effect on TVA. But the whole genesis of this deal is to find 
a way to prevent TVA from building additional generating capacity. 
That is what it is. 

But the implications are more serious than that for this commit- 
tee. They are serious enough for the people in the Tennessee Valley 
if viewed strictly from the standpoint of TVA. But I do not appear 
in that light. I raise these broader questions of public policy and 
charge that this is a contract and exclusive contract tailormade for 
one concern and one concern only. 

Thank you, Mr. Chairman. 

Chairman Cote. Thank you, Senator. 

I received this morning by hand a letter from your colleague, Sen- 
ator Kefauver, which should, of course, go in the record, and in order 
that members of the committee may hear it, I shall ask Mr. Allardice 
to read it. 

Mr. Auxarvice. This is addressed as follows, dated June 17, 1954: 
Hon. W. STERLING COLE, 

C heirman, Joint Committee on Atomic EPnergy, 
House Office Building, Washington, D. C. 


Dear Mr. CoLe: I appreciate the opportunity of commenting upon the pro- 
posals for a contract with private companies to furnish power to the Atomic 
Energy Commission. 
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My interest in this proposal is twofold: (1) As a Member of the Senate and 
as an American citizen, I am interested in the Atomic Energy Commission having 
an abundant and uninterrupted power supply at the lowest possible cost to the 
American taxpayers; and (2) as a Senator representing a State in the Tennessee 
Valley region, I am interested in the continued operation of the TVA at maximum 
efficiency. 

The AEC has a long-term contract with TVA for furnishing power. I do not 
think that the General Manager, Maj. Gen. K. D. Nichols, or any member of 
the AEC would have any criticism whatsoever as to the operation of that con 
tract. On the contrary they have been high in their praise. The impetus for 
securing private power did not come from any dissatisfaction with the TVA 
contract. It results from a directive in this year’s budget message to seek to 
obtain private sources—a directive which in my opinion could result only in 
a fictitious budget saving. 

All the experience that the AEC has had with TVA and with private power 
shows that the power for this program can be obtained more cheaply, more effi- 
ciently, and more dependably from the TVA. This was clearly shown by the 
experiences of the AEC at Paducah. 

It is my understanding that your committee has already received considerable 
testimony on the contract with Electric Energy, Inc., for power at Paducah. 
This group of utilities was more than a year behind schedule in completing its 
steam plant while the TVA, right across the river, also furnishing power to the 
same installation, built its facilities ahead of schedule. The TVA construction 
costs were well within their original estimate of $147.50 per kilowatt-hour. 
Those at EEI rose from an original estimate of $126 per kilowatt-hour to $184 
per kilowatt-hour and in later expansions are estimated as high as $199 per 
kilowatt-hour. These are original costs to the Government. The annual cost 
of the power from the TVA plant will be $5 million a year less than the same 
amount of power annually would cost from the EEI plant. 

Since the development of atomic energy is a governmental function, it would 
seem to me quite clear that the Government should furnish its own power if it can 
do that more cheaply than it can purchase power. 

As far as the TVA is concerned, the proposed contracts raise this serious ques- 
tion in my mind. They are not proposals for furnishing power directly to the 
AEC. They are, instead, proposals for furnishing power to the TVA as a re- 
placement for power which the TVA furnished to AEC. Therefore, these pro- 
posals present the danger of setting a precedent by which the private power forces 
will seek to enter the TVA picture by a side door or a back door in the future. 

I know that it will be your desire, since it is your direct responsibility, to see 
that power is available for the AEC. I hope that you will also explore the fact 
that these contracts may by later interpretation or precedent have the effect of 
amending the TVA Act by a very circuitous route, and without actual congres- 
sional intent to do so. 

If, after thorough consideration of the respective merits of the Government 
furnishing its own power from some other sources, you gentlemen come to the 
conclusion that it would be preferable for AEC to get the power from some 
other sources, then I would strongly urge that you state clearly in your language 
directing this course and the contract that the power is for AEC and is not in- 
tended by interpretation or as a future precedent to affect the future operations 
of TVA. 

From my own understanding of the two proposals, the one submitted by the 
Von Tresckow group would appear to me to be far preferable since the initial 
and annual cost to the Government according to my understanding would be 
lower and since in the final analysis the Government would receive title to and 
ownership of the plant. 

With kind regards. 

Sincerely, 
Estes Keravuver. 


Chairman Core. Thank you. Also this morning, Representative 
Gathings, of Arkansas, has indicated he has a desire to express him- 
self on the subject. 
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STATEMENT OF HON. E. C. GATHINGS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF ARKANSAS 


Representative Garnines. Thank you, Mr. Chairman. 

There is not much difference in my position than that of the Senator 
from Tennessee. He has been enjoying the benefits of the TV A power 
rate in his State, and I am hoping that the plant will be built in my 
district. I am vitally concerned, and it appears to me that he is 
concerned with the outcome of this matter before the committee. 

This is a momentous day in determining the future of the citizen 
and his institutions. The question at issue is, Will the American peo- 
ple support the Government, local, State, and Federal, or will the 
Government support the people? Eighty-five million dollars was 
originally requested of the Congress to start the construction of a pro- 
posed power-generating plant to be located at or near Fulton, Tenn., 
and for other steam plants, in order that 600,000 kilowatts of power 
can be made available for use by the Atomic Energy Commission 
through the TVA system. There is no doubt that this additional 
power will be required. 

The only question for determination by this committee, it appears 
to me, is whether or not the Government itself should build its own 
steam-generating units or whether private concerns should furnish 
this power. 

The Tennessee Valley Authority is not on trial here before this com- 
mittee or before either House of Congress. The Tennessee Valley 
Authority and its continued well being is not in jeopardy in the least. 
I supported Tennessee Valley Authority for 2 number of years and 
feel it has done a good job. It was my pleasure in company with the 
House Committee on Agriculture to make a study at first hand of 
some of the activities of the Tennessee Valley Authority. Our com- 
mittee visited Knoxville, Tenn., the Kingston, Tenn., steam plant 
site, Florence, Ala., and other points in the Tennessee Valley. The 
committee was privileged to go through the fertilizer plant near Flor- 
ence and inspect the dam located near there. The people in the affected 
area approve of the accomplishment of this governmental agency. 

In the President’s budget message of January 1954, he said, and I 
quote : 

Arrangements are being made to reduce by the fall of 1957 existing commit- 
ments of TVA to the Atomic Energy Commission by 500,000 to 600,000 kilowatts. 

The Middle South Utilities and the Southern Co. have made an 
offer to the Atomic Energy Commission to furnish 600,000 kilowatts 
of power which, if accepted by the Atomic Energy Commission and 
other agencies of Government, would make it unnecessary to appro- 
priate money by this Congress for the construction of Government 
plants to provide such power. 

This offer was made only a few days ago. If a contract is consum- 
mated, it would amount to business and Government working together 
in a partnership arrangement in the interest of the national defense. 
This is nothing new that private power companies supplement the 
Tennessee Valley Authority power supply. I am told that between 
‘ million and 8 million kilowatts of power have been sold to Tennessee 
Valley Authority by private companies in the past 2 or 3 years at a 
rate of approximately 41% mills. 
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The present issue gets down to the question of whether the Govern- 
ment of the United States will invade further the sphere of private 
business, or whether free competitive enterprise will undertake to 
do the job. While I do not have at hand the actual offer made by 
the private firm to furnish this power—I just heard it this morning 
for the first time—the only difference between the rate which Ten- 
nessee Valley Authority would charge the Atomic Energy Commis- 
sion and the private companies, as I understand it, is that the private 
companies would add the amount of taxes that such utilities pay to 
State, local, and Federal governmental bodies. 

I found this morning that the cost of coal, as well as the difference 
in the interest rates also is involved. 

In another way, the question boils down to whether the taxpayer 
would support the Government or the Government support the tax- 
payer. Those who would subscribe to the doctrine that the Govern- 
ment should invade deeper into private business fields, in those cases 
where private firms are standing by ready, willing, and able to per- 
form such functions, such persons would want to make appropriations 
available as requested by the Tennessee Valley Authority in this 
instance. 

During World War II, implements of war were provided by estab- 
lished business largely. These business firms were able to convert 
their plant and take contracts to manufacture needed items in the war 
effort at that time. There were few, if any, who objected to Massey- 
Harris Farm Implement Co. taking a contract for the production of 
light tanks. The Government could have produced tanks in a Gov- 
ernment plant if it had thought it wise to doso. There is no difference 
in the Government contracting today for needed defense services and 
commodities. 

The proposal has been submitted by Middle South Utilities and 
the Southern Co. which will not require the taxpayers’ funds to be 
used in the construction of the proposed private plant. It is esti- 
mated that the taxes that will be paid by this private facility will total 
$2,319,000, annually, to both State, local, and Federal governments. 

The Atomic Energy Commission is a proper party to pay these taxes 
since it is the customer. The estimated taxes that must be paid to 
the Federal Government are $830,000 per year, and to State and local 
governments, $1,499,000 per year. The tax payment included in the 
company’s bill is reduced by the amount of money paid by such com- 
panies to the Federal Government. 

There can be little question of the soundness of the theory that the 
Federal Government should pay a price for commodities and services 
furnished it in amounts that represent taxes paid by a private concern 
to local and State governmental bodies. 

The calamity howlers are in evidence on all sides. They cry out with 
fervor. These peddlers of gloom are fighting this proposed contract. 
They say this contract means “dismemberment” of TVA. They go as 
far as to say that the TVA is being “cut to pieces.” 

The execution of the contract would mean that TVA could re- 
lease 600,000 kilowatts for use elsewhere in its area. The executive of 
this contract would not deprive the Tennessee Valley Authority from 
any of its rights, privileges, or functions that it now enjoys. With 
the signing of the contract to the private companies it will not result 
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in a less efficient operation of the fertilizer plant or eliminate or 
cripple its research program. Would it take away any of the control 
that it now enjoys over the vast Tennessee lake and its environs? 
Would such action by the Government in the negotiation of such pro- 
posed contract cut down on the number of employees now working 
for TVA? Could the signing of the contract in question increase 
rates of TVA customers when a vast amount of additional power 
would be released to that area ? 

The President’s policy on power is sound. It is the American way. 
Private companies say they can do the job on a satisfactory and reason- 
able basis. I hope this committee will let them do it. 

Thank you, Mr. Chairman. 

Chairman Coie. Thank you, Mr. Gathings. 

Senator Hickentoorrr. Mr. Gathings, where is the location of the 
proposed Fulton plant as compared to the location of this proposed 
plant ? 

Representative Garuines. Twenty miles north. 

Senator HickenLoorer. The wheeling argument would lose some of 
its force. They are both some miles away. 

Representative Gaturnes. Yes. It it 400 miles from the Knoxville 
area, and about 180 to Fulton and 200 miles from West Memphis to 
Paducah. 

Senator Hicken.oorer. Does it make much difference which end 
of the tank you put the water in in order to draw out of the whole 
pool ? 

Representative Garuines. It is all the same. It is for defense pur- 
poses. It isan interconnecting link. The power goes with the whole 
system. I agree with your thought, Senator. 

Senator HickeNtoorrer. That is a power pool down there, as you 
understand it ? 

Representative Garuines. That is right. 

Senator Hickentoorer. With power interchanged among the vari- 
ous groups ‘ 

Representative Garuinas. Yes. TVA has been getting consider- 
able power from the Arkansas Power & Light Co., which has been 
delivered in my home city of West Memphis, Ark. 

Senator Hicken.oorrr. Thank you. 

Senator Pastore. Just one question. I subscribe with you that 
wherever private industry can do a job, it ought to be allowed to do it 
without the intervention of Government. Do you not think in this par- 
ticular instance that this would require an affirmative action by Con- 
gress as to what our policy is going tobe? After all, the establishment 
of this new generating plant cannot be done without some help being 
rendered by the Government, that is, the 25-year contract. Unless 
the Government comes in and offers this contract, they cannot float 
the bonds to sell their stock. 

Representative Garutnes. They would want a contract or these 
companies wouldn’t take the risks involved. 

Senator Pastore. Do you not have Government intervention there? 

Representative Garuinas. I have been hearing the questions asked 
by the Senator. The matter revolves around a question of law as to 
whether or not they have the legal authority. I am not in a position 
to answer that question. 
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Senator Pasrore. That is the thing that is disturbing me more than 
anything else. 

Representative Garuines. I assume that the distinguished attor- 
neys representing the AEC and other governmental bodies have looked 
into that question. 

Chairman Cote. Thank you, Mr. Gathings. Are there any ques 
tions by members of the committee of General Nichols? 

Representative Houirreip. Yes, indeed, I have some. 

Chairman Cote. You may take over. 

Representative Hotrrieitp. General Nichols, I realize that you made 
a very frank statement this morning in regard to the fact that you 
are new with the Commission as General Manager, and that this nego- 
tiation between Mr. Williams and Mr. Strauss and some of the prin- 
cipals in the Dixon-Yates group started as far back as December 2, 
1953, I believe you said, when Mr. Strauss and Mr. Williams attended 
a meeting with Mr. Dodge at the Budget Bureau and discussed the 
possibility of a new power arrangement in that area. That was the 
content of your testimony on that point, was it not? 

Mr. Nicnoxs. That is right; yes, sir. As I understand it, it was 
to explore the possibilities. 

Representative Hourrretp. On January 4, I believe you testified, 
the matter was brought to the Commission ? 

Mr. Nicnors. No, sir. 

Representative Hottrietp. What did you testify ? 

Mr. Nicuots. I stated that on January 24 the General Manager 
received a letter sent on January 24 from the Director of the Budget. 

Representative Horirmetp. When was this matter brought to the 
Commission ¢ 

Mr. Nicnoxs. Mr. Strauss knew about it. He received the letter 
over the holidays, and forwarded it down to the General Manager. 
The first record I have of a Commissioner other than Mr. Strauss 
being informed was on January 6. At that time Mr. Williams in- 
formed Mr. Zuckert, and he was shown a copy of the letter. 

The next thing I can find in the record of it being taken up at a 
Commission meeting is January 19. In other words, in looking at 
the minutes of the Commission meetings, I find on January 19 that 
the Commission discussed at length the situation regarding power. 

Representative Hotrrretp. What was that date? 

Mr. Nicuors. January 19. That was 2 days before the President 
sent his budget message. Somewhere just before he sent it, we also 
knew it was going to be included in the budget message. 

Representative Horirretp. That budget message was sent to the 
Congress on January 21. 

Mr. Nicuotrs. Yes. 

Representative Horirreip. 1954. 

Mr. Nicnots. Yes, sir. 

Representative Houirteip. This part that is pertinent to this reads 
as follows: 

In order to provide, with appropriate operating reserves, for reasonable 
growth in industrial, municipal, and cooperative powerloads in the area through 
the calendar year 1957, arrangements are being made to reduce, by the fall of 
1957, existing commitments of the Tennessee Valley Authority to the Atomic 
Energy Commission by 500,000 to 600,000 kilowatts. This would release the 
equivalent amount of Tennessee Valley Authority generating capacity to meet 
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increased load requirements of other consumers in the power system and at 
the same time eliminate the need for appropriating funds from the Treasury 
to finance additional generating units. In the event, however, that negotiations 
for furnishing these load requirements for the Atomic Energy Commission from 
other sources has not consummated as contemplated or new defense loads de- 
velop, the question of starting additional generating units by the Tennessee 
Valley Authority will be reconsidered. 

I submit, Mr. Chairman, this is a true reading of page 570 of the 
Congressional Record, House Document No. 264, given to the Congress 
on January 21, 

[ point out that the President in his message said that this would 
reduce commitments in the Tennessee Valley Authority to the Atomic 
Energy Commission by 500,000 to 600,000 kilowatts. As a matter 
of fact, it does not reduce the commitments, does it, because you are 
not planning to cancel any of your commitments ¢ 

Mr. Nicuots. What we would do, as I understand it—the best ar- 
rangement has not been worked out—would be for us to make a new 
contract with TVA and a contract with Dixon-Yates. In other words, 
you would have to make an arrangement here, and this has not been 
worked out, and I don’t know whether it is the best, but it is certainly 
my approach to the problem. It would be to tell the TVA that they 
would continue to furnish the physical power, the interconnections at 
Paducah. 

Representative Hoxririetp. There is no other kind of power but 
physical power, is there? 

Mr. Nicuots. The physical connections at Paducah would not 
change. But in our contract arrangements with TVA, I would think 
an arrangement would be that if we made this deal with Dixon- Yates, 
that TVA would report to us the flow of power into this system. We 
would be billed for that power by Dixon- Yates, and we would take that 
bill and, still having our contract for Paducah, and we would get a 
credit on our Paducah contract for the amount of the bill from Dixon- 
Yates, less the taxes. 

In other words, the Bureau of the Budget says that we should bear 
the cost of the taxes. It would be just a financial transaction whereby 
in making our payments to TVA we would reduce the amount due at 
Paducah by the amount we had paid Dixon- Yates less taxes. 

Representative Ho.irietp. Yes, but this is not a reduction of power 
commitments of TVA to the AEC, is it? 

Mr. Nicwoxs. It is what you would call replacement power. 

Representative Hoxirieip. No, it is not replacement power. You 
may have a bookkeeping transaction that you may call offsetting, but 
it 1s not replacement, because you made the contract with the TVA 
for the AEC Paducah plant prior to any such consideration as this, 
did you not? 

Mr. Nicuoxs. That is right. 

Representative Houirieip. And you had no contingency in there for 
furnishing at a later date offsetting power to that amount, did you? 

Mr. Nicuots. No. 

Representative Hotirretp. Therefore, it is not a replacement. 

Now, as far as the needs are concerned of the AEC for power, you 
have testified that the AEC has now found out subsequent to some of 
these negotiations that it may need 135,000 kilowatts more in the Oak 
Ridge plant than it had planned before, is that not true? 
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Mr. Nicnots. In February we determined that, yes, sir. I would 
like to state, however, I do consider it replacement power at Paducah. 

In regard to the P resident’s mess ige at the time we were then con- 
sidering aetnerny building a plant. In other words, we were dealing 
with E. E. I., and Mr. McAfee, and the suggestion at that time was 
that a plant be built right at or near the site of the Paducah plant. In 
that case it would have been releasing TVA from a commitment. 

Subsequent study from an engineering point of view, and cost point 
of view, indicated that the best deal for the Government would be to 
locate the plant in a sound engineering area, which is similar to where 
the TVA plant is located. In other words, we would take the same 
engineering solution as being in the best interests of the Government. 

Representative Houirretp. Now, wait a minute. You are talking 
about need for 135,000 kilowatts at Oak Ridge, are you not? 

Mr. Nicnots. No. This was for the so-called reduci ‘ing of the com- 
mitment at Paducah. Where would be the best place to locate that 
power to meet the whole needs of the area? 

Representative Hotir1tetp. You mean you were going to build three 
plants? 

Mr. Nicuots. No, sir. 

Representative Horirrietp. You were going to have the TVA plant 
at Shawnee, the E. E. I. plant at Joppa—— 

Mr. Nicuors. We have those. 

Representative Hoiir1reLp. And now you are contemplating build- 
ing a third plant there. 

Mr. Nicuots. The first consideration was to build a third plant near 
the vicinity of Joppa. 

Representative Hortrrecp. When was that? Was that because you 
had an increased need for AEC? 

Mr. Nicuots. No, sir, that would be in line with the President’s 
directive that we release TVA from a part of its commitment and find 
our power somewhere else. 

Representative Hoxirietp. We will get into the President’s direc- 
tive later. 

Mr. Nicnots. No; at the time that was the way we were exploring 
it. 

Representative Hotirretp. The place where you will need the power 
is at Oak Ridge, this additional 135,000. 

Mr. NicuHoxs. At the time we started this we did not. 

Representative Ho.iriecp. The additional 135,000 kilowatts is 
needed at Oak Ridge, is it not? 

Mr. Nicuots. Yes, sir. 

Representative Hotrrietp. Why did you not consider building 
another generating plant at Oak Ridge, so you would not have your 
losses of transmission for the Oak Ridge power if you were interested 
in getting additional power that is not available for Oak Ridge? 

Mr. Nicuots. We normally do not build a plant. We built ‘the one 
during the war, but since we have not been building our own plants. 

Representative Hotirienp. That is true. Why did you not enter 
into a negotiation with TVA to build the extra generating capacity 
at Oak Ridge where you need it, where it is close to 15-cent coal, in 
place of 19- cent coal? 
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Mr. Nicnois. We tossed the problem to the TVA. We wrote a 
letter to TVA and stated we need this additional power. We did 
not go into how they would provide it. 

The Bureau of the Budget is stating, in effect, can you not get it 
from this powerplant that would be built near Fulton. You have to 
take into consideration the whole system. That is where you have 
to get into the engineering end. 

Representative Hoitrretp. Now, wait a minute. We are not get 
ting mixed up in engineering. We are going to stick to localities. 

Mr. Nicnoxs. We need the power at Oak Ridge. 

Representative Horrrrerp. Yes, sir, and the cheapest place to get 
the power is from a facility close to Oak Ridge for two reasons; one, 
the TVA can build it cheaper than private industry can build it, and 
that has been proven at the Joppa plant, and the E. E. I. plant, by a 
factor of a difference of $147 for the Shawnee plant and close to $200 
per kilowatt-installed capacity at the E. E. I. plant. 

Mr. Nicnors. That is approximately correct. 

Representative Horrrrerp. So the record of the cheapest construc- 
tion when you include TVA, E. E. I., and OVEC, is by far on the side 
of the TVA as the McGraw-Hill engineering magazine, known as the 
Engineering News-Record—and I believe that is a reputable maga- 
zine—in its issue of February 25, on page 36, stated where it gives the 
comparative figures, and it lists the following figures : 

Coss of all seven plants are given in the preceding table. More indicative are 
costs per installed kilowatt of capacity. These range, so far, from $127 per 
kilowatt at Johnsonville, to $144 per kilowatt, including switchyard, at Shaw- 
nee; average for the 7 plants, using estimates for future work, is $140 per 
kilowatt. This figure is favorable by comparison with known costs of con- 
ventional indoor coal-burning plants. 

Reasons for Shawnee price of $144 per kilowatt are location and schedule. 
It is in the Paducah area of labor strife referred to above, and on a site de- 
manding more costly foundations and longer intake and discharge channels. 

It is noteworthy that the Electric Energy, Inc., plant across the river at 
Joppa—a totally outdoor plant—is reportedly costing $184 to 188 per kilowatt. 
Whatever hopes E. E. I. and the private utility industry had of showing public 
power proponents how private industry can build bigger, betted powerplants 
more cheaply went up the flue at Joppa—mostly because of the labor situation. 

The labor situation at Shawnee and Joppa was in exactly the same 
area. The Joppa people had labor trouble, but the Shawnee people 
did not, because of a long record of treating labor fair and having 
amicable labor relations. They paid exactly the same rate per hour to 
the different workers in the Government plant, and also in the FE. E. I. 
plant. 

In view of that, I think we are pretty well established that this is a 
reputable trade-reporting magazine, and the established record of 
cheap construction has been established by the TVA. 

So I ask you why did you not go to the TVA to build the plant for 
this additional 135,000 kilowatts that you say you will need? 

Mr. Nicuors. We did go to the TVA for that extra quantity of 
power. We wrote a letter to TVA, signed by Sam Sapirie, as I in- 
clicated. 

Representative Honirtetp. And what was their response ? 

Mr. Nicnors. Their response was that they needed to wait—— 

Representative Horirtecp. For an appropriation ? 
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Mr. Nicuots. I know the action taken by the Bureau of the Budget 
was to tie this in with the other. I would like to make one state- 
ment, 

Representative Hoxirtexp. Is it not true that the reason they could 
not build you the extra facilities is because they did not have the 
appropriations with which to build? 

Mr. Nicuots. They state they are unable to respond because of the 
restrictions placed upon the TVA by the President’s 1955 budget re- 
quest. As I understood it, the whole thing was to be solved as a 
unit. 

Representative Hotirretp. Let us stop right there. 

Chairman Coz. Let him complete his statement. 

Mr. Nicuots. May I make one statement ? 

Representative Horirreip. I would like to comment on what you 
said. 

Mr. Nicnots. As General Manager, I recognize that those costs you 
read are essentially correct. However, in negotiating for this pros- 
pective deal, I would have no part of a similar contract where we 
would have no ceiling on costs. In this case we are using the same 
estimate, the TVA and the Mid-south, Southern U tilities, and the 
maximum the Government can be charged in this case is an increase 
of 41% percent, if the costs go up to 9, and the company would stand 
half. 

Representative Hortrretp. That is on construction costs. 

Mr. Nicuors. Yes, sir. 

Representative Hotirietp. What you are actually doing there is of- 
fering an override of some 414 percent on the construction cost if 
it runs over 9 percent, and as a matter of fact, in the EEI deal, 
it ran 42 percent more than the estimated cost. 

Mr. Nicroxs. Yes; we learned a lesson, sir. 

Representative Hottrretp. You learned your lesson. Do you have 
any reason to believe that this Dixon-Yates group will build a plant 
as Cheap as $147 per kilowatt installed ? 

Mr. Coox. Yes; we do. 

Representative Hontrretp. What do they estimate their costs in 
the contract on kilowatts installed? What is their installed kilowatt 
cost estimated at ? 

Mr. Coox. For the generating plant alone, the cost per kilowatt 
is $137. Adding the step-up substation, interest during construction 
and financing costs, it comes to $153. On the same basis, the data were 
developed in cooperation with the Federal Power Commission would 
indicate that the TVA Fulton plant on the plant alone was $137, step- 
up substation $7. 

Mr. Nicuoxs. Those are identical so far. 

Mr. Coox. Yes. Interest during construction, $5.19, which is less 
than the $8.74. Financing cost, zero, or a total of $149.23, or a dif- 
ference of $4.04, being principally in interest during ‘construction and 
financing costs. 

Representative Hoirrerp. It is an estimate of over $4 more and 
in view of the previous records of the different plants that were 
constructed, such as the EEI plant, you might well anticipate that 
it went higher or that it might go higher. If it did go higher, if it 
did go to $200, as it did in the Joppa plant, would they not be entitled 
to an increased rate as a result of that? 

48184—54—pt. 227 
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Mr. Nicuors. Only up to 41% percent of the total cost. Everything 
else beyond that they suffer the loss. 

Representative Horirieip. They suffer the construction cost? 

Mr. Nicuots. Also the loss on the fixed charge. 

Representative Horrriep. Also on the rate charged ? 

Mr. Nicnors. Yes, sir. In figuring the rate, the maximum they can 
add in is 414-percent increase over the estimate. They also are losing 
that 41% percent. They have to bear part of it. If there is anything 
beyond that, in other words, beyond 9 percent, they carry all of it. 
So we have it fixed with a ceiling. 

We first considered should we set an arbitrary figure, in other 
words, just a dollar figure of $107 million with no escalation either 
up or down. I first proposed that. Then on the basis that it might 
go below as well as above, I felt that there is good argument for al- 
lowing for a possible saving to the Government, as well as for in- 
creased costs, where we got. a deal no matter how much cheaper- 
you do not expect to go more than 9 percent cheaper—we would have 
given up half the savings if cheaper and half the costs above $107 
million up to a ceiling w here we would never go over our 414-percent 
increase. That is figured by the FPC and what the rate would be for 
the capacity charge. 

Representative Hoirrerp. All right. If your cost per kilowatt in- 
stalled did go substantially above that, is there not an escalator clause 
in the contract which allowed the regulatory bodies of the State in- 
volved to give to this utility concern an increase in rates ? 

Mr. Nicnots. The answer is “No.” 

Representative Hotrriecp. The answer is “No” ? 

Mr. Nicnors. Except for that 414 percent. 

Representative Hortriecp. Is there not a provision in the contract 
which, based on your 19 cents per billion B. t. u., if the cost of coal goes 
up, you are allowed an increase ? 

Mr. Nicnots. Yes, sir. That would be similar to the TVA contract 
we have at Paducah. In other words, whatever price they are paying 
for coal—and the quality of the coal sets the price per billion B. t. u.- 
and the cost goes up or down accordingly. However, there is no rea- 
son to believe that with plants on either side of the Mississippi River 
that the rates should not be pretty close together as far as coal is con- 
cerned. I do not know why TVA should be able to buy coal cheaper 
than another outfit. 

Representative Horrrrerp. You do know that TVA is buying coal 
at 15 cents per billion B. t. u. 

Mr. Nicuots. Yes, at Paducah; but they will have to pay more at 
Fulton. 

Representative Horirretp. We are talking about supplying power 
for Oak Ridge. In the Oak Ridge area they are paying 15 cents a 
billion B. t. u., are they not ¢ 

Mr. Nicuots. I do not know offhand. 

Representative Horrrierp. I think that figure will stand. We will 
let it stand. If it is wrong, you have the privilege of changing it. 

Mr. Nicuors. Those are escalator clauses, depending on where the 
powerplant is, and the price of coal there. It is a standard procedure 
whether we deal with TCA or otherwise. 

Senator Gore. Mr. Holifield, will you yield, please ? 
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Representative Hotirretp. Yes. 

Senator Gore. Do I understand from the general manager that no 
request is being made to the Congress for appropriation for this deal, 
that you have been directed to enter into the contract, and that you 
will make a recommendation to tive Commission that it do so without 
any action by the Congress appropriationwise or otherwise / 

Mr. Nicnots. Yes, sir; that would be my next step. I have deter- 
mined from my counsel that it is legal to utilize our authority under 
the act for this purpose. We have received now a directive which I 
consider to be a Presidential directive to proceed. 

My next step would be to recommend to the Commission that I 
proceed with negotiating this contract. 

Senator Gore. What would be your position if this committee should 
instruct the Commission to enter into no contract until this committee 
approves it ? 

Mr. Nicuors. I would be in a dilemma, because I would have a 
Presidential order. 

Representative Hortriretp. We can explore the legal point when we 
get to it a little later. Now, as I understand it, there is a notice period 
in this contract, a 3-year notice period, in which the Government will 
assume a $40 million contingent liability in case of cancellation; is that 
right ? 

Mr. Nicnuots. That is the maximum cancellation charge, and that 
means if it is canceled before we use it. 

Representative Horirme py. That is not maximum. Plus commit- 
ments that they may have for coal. 

Mr. Nicnots. Yes. That is the maximum commitment. It cannot 
be more. The longer we use the plant—in other words, assuming that 
we are going to be using this power for a considerable period of 
years—that goes down with time. 

Representative Hotirtetp. Yes, sir. 

Mr. Nicuors. Also, that assumes that there is no need for the power 
anywhere. If the TVA built a plant there, and we suddenly dropped 
our load, there would be the same excess power. Somebody would 
have to take the loss of a plant that is not being in use. 

Representative Ho.irrevp. Is it not true that the TVA has in their 
presentation to Congress for their Fulton steam-plant appropriation 
predicated the size of the Fulton steam plant upon the projected needs 
of the south Tennessee Valley grid area for commercial, residential, 
and industrial purposes ? 

Mr. Nicnors. That is right. If that need exists and we suddenly 
cancel our load at Paducah, it would be exactly the same. In other 
words, there is the same need for power. Then it would be up to the 
Government to decide, is it cheaper for a TVA plant to shut down 
somewhere or operate at lower capacity, or to be paying cancellation 
charges to Dixon- Yates. 

We have this contract set to where the TVA can use the power 
during the 3-year period, and also use it afterward to where it would 
then be a Government decision with an excess of power due to a 
sudden drop in the AEC load as to where the cheapest place is to 
take this loss, because we have excess power. 

Representative HorirteLp. We have to make that decision now. 

Mr. Nicnots. You would not have to make that now. The proposal 
is such that for the first 3 years TVA could continue to use this power. 





976 AMEND ATOMIC ENERGY ACT OF 1946 


After that, the company can start picking it up for their own use, or if 
there is any excess—in other words, if the com yany is not picking 
it all up, which you assume they would not—rather than pay a can- 
cellation charge on it, any Government agency, including TVA, can 
continue to pay a fair price for that power. 

Representative Hotirretp. Let us explore that. You have the clause 
in the contract in regard to the absorption by Dixon- Yates. 

Mr. Nicuots. Yes. 

Representative Horirretp. Will you please read that clause ? 

Mr. Nicuors. Yes. 

Representative Hotirrerp. Section 7 (b) of the appendix to the 
Dixon- Yates proposal. 

Mr. Nicnots (reading) : 

Upon termination seller shall be entitled to and will absorb capacity at least 
as rapidly as load growth will permit, but in any event in the amount of at 
least 100,000 kilowatts in each year, absorbing associated proportions of the cost. 

Representative Houirieip. Let us stop right there and explore that a 
little bit. 

Assuming that the AEC fulfills its contract for the first 3 years, the 
so-called notice period, on the fourth year the Dixon-Yates people 
cannot take back to their own use 100,000 kilowatts? 

Mr. Nicnuots. They must take back 100,000. 

Represent itive Ho.irretp. They must? 

Mr. Nicuoxrs. They take back as much more as they want to. They 
should indicate that. 

Representative Hoxirrmeip. But they must take at least 100,000? 

Mr, Nicuots. Yes. 

Representative Hoxirretp. So on the fifth year they take the second 
100,000, or more, and on the sixth, they take the third 100 000, and 
they go to the end of the sixth year, each year taking 100,000-kilo- 
watt capacity away from the obligation of the Government. 

Mr. Nicnors. That is right, and we would have a balance. 
Representative Hoxirrep. So at the end of 9 years the Dixon- Yates 
people have complete control of the full capacity of the plant, do they 
not ¢ 

Mr. Nicnors. That is right. 

Representative Horirievp. In other words, we have entered into a 
25-year contract 

Mr. Nicwots. Which we have canceled, you assume. 

Representative Hoiirrevp. No, we have not canceled it. They have 
taken it whether we canceled or not. 

Mr. Nicnots. No, sir. We have the right of cancellation. They 
have no right of cancellation. The only basis on which they can take 
back any power is if we serve notice we are canceling. 

Representative Hotirrenp. If you do follow through and give them 
that notice, then because it is obvious you do not need it because you 
have no plants down there to use this electrical energy, it becomes 
obvious that at the end of 9 years the Dixon-Yates people have com- 
plete control over 600,000 or 650,000, whatever it is, of the production 
of the plant. 

Mr. Nicuors. That would mean we would stop Paducah or some 
place. 

Representative Horirrecp. What is that? 
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Mr. Nicos. We would not cancel unless we suddenly have no load 
at Paducah, because this is supposed to be replacement power. 

Representative HouiFtevp. This is not replacement power. 

Mr. Nicuots. This is revlacement power. 

Representative Horirie.p. No, sir. Your Paducah contract was a 
firm contract, and it had no mention of replacement. 

Mr. Nicnors. This must be an honest difference of opinion. 

Representative Howrey. It may be an honest difference of 
opinion. We will let it go at that in all friendliness. 

Then we find the Government in this position. It has entered into 
a 25-year contract which enables the private utility company to finance 
its bonds over a 30-year period with an investment oF 5 percent, or 
approximately $5,500,000, and we have by putting the Government’s 
contractua) power and its credit behind those bonds, enabled them to 
float $101,500,000 worth of bonds at 314 percent on the market, and 
the Government is out of it, and the Dixon- Yates people have control 
of their plant, is that right? 

Mr. Nicxoxs. If we have no need for the power and have canceled 
the power. 

Representative Honirrevp. Yes, sir; that is what I mean. 

Mr. Nicnots. In that case, if the TVA needed the power, which 
would be the same question with their own plant if they build one 
at Fulton during that intervening 5-year period when it was going 
downhill, they would have been buying this power from Dixon- Yates 
and there would be no cance ellation cost whatsoever. In other words, 
it would be a straight deal of so much per kilowatt similar to the one 
we have here, but ‘the rate set by the FPC, which is the rate-setting 
body in the United States. 

At the end of the time, the TVA, if they still need power, could 
have built additional plants. In other words, the Government would 
have gotten out without any cost whatsoever for this particular in- 
vestment in the way of capital costs and all we would have paid, the 
combination of AEC and TVA, would be a rate for power which is 
a very fair and equitable rate. 

Representative Hotirrexp. Of course, Mr. Nichols, you don’t expect 
us to believe that because they have already committed themselves 
to $414 million excess construction costs, they have committed them- 
selves to a $9 million investment on the transmission lines of the TVA. 
So if you do get out at that time, it has cost the Government not 
only higher r: ates than it is now paying to TVA, but it has cost them 
$4,500,000 construction costs. 

Mr. Nicnors. You are assuming that the estimate is not going to 
be made. 

Representative Hortrretp. The cost will be $107 million. 

Mr. Nicuors, It is going to cost Dixon-Yates. 

Representative Hoxrrretp. I am not worrying about Dixon- Yates. 
They are taking care of themselves. 

Mr. Nicuoxs. This is private enterprise. If you take the risk 
you should assume some profit. 

Representative Honirretp. My point is that the Government is 
obligated to spend $4,500,000 on construction costs and the construc- 
tion cost of Ohio Valley & Electrical Energy, Inc., show that they 
did run more than 10 percent. 
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Mr. Nicuors. That would depend on how long do you want this 
contract to run—9 years. It would amount to $285,000 a year 
increased cost due to the change in the fixed capacity. 

Representative Horirrep. That is not all the increased costs. 

Mr. Nicnots. Yes, sir. 

Representative Hotirm.p. Wait a minute. 

Mr. Nicuors. That is all it would be due to this 414-percent incease 
in construction. The maximum you could get is $285,000 a year in 
the increase in rate, and as you stop using the power, as you would 
under the cancellation clause, it would go down. 

Representative Hoxtrrecp. Let us not confuse it. I will admit 
$285,000 a year is the additinal cost for the $4,500,000 potential Gov- 
ernment investment. You have also testified here that the actual 
additional cost to the Government is $3,685,000 a year for 25 years, 
have you not? 

Mr. Nicuots. That is the difference; yes. 

Representative Hotrrrevp. So let us take 9 times $3,685,000—I can- 
not do it roughly in my head. 

Mr. Nicnots. Roughly $50 million. 

Representative Hottrrerp. It would be roughly $50 million. 

Mr. Nicxots. I am sorry—about $34 million. 

Representative Hortrreip. Let us stop here. I think the record 
ought to have it. 

Mr. Nicnots. It would not be that because it would be going down 
each year, as you go through your cancellation. I think $3,600,000 
is a fair expression. There is no attempt to conceal that. As I broke 
it down, this morning, a large part of that, 70 percent, is taxes and 
interest. 

Representative Hortrretp. That is all right. I do not care what 
it is. Weare having to pay for it with the taxpayers’ money. 

Mr. Nicnors. That is right, and I think that is a policy decision. 

Representative Hoxirtetp. We will assume it is around $32,400,000. 
That is a computation of annual cost totaled at the end of 9 years 
without compound interest. ‘We will forget the compound interest. 

Mr. Nicnots. It will be below 30 because it would drop off. 

Representative Horirretp. All right. Can we agree on 30, just 
for the sake of discussion ? 

Mr. Nicnots. It is something under 30. 

Chairman Corr. May we have a bit of enlightenment? I under- 
stood that this $3,600,000 was an additional cost. 

Mr. Nicuors. That is annual cost. 

Chairman Cotz. That is the initial annual additional cost. You 
say it is gradually reduced ? 

Mr. Nicuots. That is assuming a canecellation. 

Representative Hoxirrecp. But if it is not canceled, it will not 
reduce. 

Mr. Nicnots. No, if we run 25 years, it is $3,600,000. 

Representative Horrrrevp. If you run 9 years is it $3,500,000? 

Mr. Nicnors. If somebody used the power, it would reduce as you 
go along. 

Representative Durnam. Taxes do not go down usually, but go up. 

Mr. Nicnors. If Arkansas taxes were reduced, they would go down. 
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Representative Hoiirreip. Yes, sir. I used to live in Arkansas, 
and I doubt very much that Arkansas taxes would go down. 

Chairman Core. Your experience has been the same with your 
present State? 

Representative Horirretp. That is right. I would not want the 
Arkansas people to feel unhappy about that. Iam having the same 
experience in California. 

I think we reached the point where we can say that it will cost the 
Government, if there is an overconstruction cost, $4,500,000. 

Mr. Nicwors. $285,000 per year. 

Representative Horirretp. But a total of $4144 million. 

Mr. Coox. No, sir. 

Mr. Nicuors. $285,000 a year is what that results in. 

Representative Horirretp. That is the annual cost. 

Mr. Nicuots. That is the annual cost. 

Representative Hotirrerp. All right. And we would take that 
times nine. 

Mr. Nicuots. At a decreasing rate. 

Representative Horirrecp. Just to summarize it, it is going to 
cost the Goevrnment, if they go through that type of program, 
pretty heavily for their electricity, is it not, over and above their 
rates? 

Mr. Nicnots. You are assuming a cancellation. If you had the 
same cancellation, you would find that TVA had an extra powerplant 
for which they had no use. 

Representative Houirtetp. I am talking about the Government. 

Mr. Nicnors. TVA is the Government. In other words, if you 
build a powerplant for TVA and the AEC Government end of it 
suddenly for some reason dropped its power load, TVA has excess 
capacity in the same way. In other words, somebody is going to take 
a loss by having excess capacity. 

Representative Horrrteip. I do not think either one is going to 
take the loss because the power needs of the area show that there 
will be complete use made of the power whether it is used by the 
fictitious contract of the AEC or the commercial and industrial people 
who will use the actual kilowatts anyway. 

Mr. Nicuots. I agree with you that I think the power will be used 
in one way or another. 

Representative Hottrrerp. I think the record will show, and your 
own testimony will show, that this is going to be costly to the Gov- 
ernment. 

Now, let us get to the legal rights of this thing. Under what lan- 
guage, Mr. Nichols or Mr. Price, do you base the right of the Govern- 
ment to enter into a contract with a private utility to deliver power 
tothe TVA? Where is your language? 

Mr. Price. Sir, section 12 (d) ‘of the Atomic Energy Act authorizes 
us to enter into contracts io power in connection with the operation 
of the Paducah and Oak Ridge and Portsmouth plants. 

Representative Houtrievp. Yes, sir. 

Mr. Price. As has already been testified to, we have a contract with 
the TVA for Paducah, but we have been told 

Representative Hottrretp. You have been what ? 

Mr. Price. We have been directed to make arrangements to release 
that power and supplant it. The arrangement that makes engineer- 
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ing sense is an arrangement to build a plant at a place where we 
will get it by replacement rather than directly. 

Having been told that we cannot rely on the 600,000 that we are 
getting from TVA without making other arrangements, we have to 
look for other power. 

Representative Hoiirmetp. Who told you that? 

Mr. Price. This directive that was read into the record. 

Mr. Nicuots. I would like to correct that. We have not been told 
that we could not rely on it. We have been told that we should make 
arrangements to release that for TVA use. 

Representative Hoxirtetp. You have been told by the President 
through the Bureau of the Budget. 

Mr. Nicnors. That is right. 

Mr. Price. That is what I meant. 

Mr. Nicuots. No one anywhere or here should think that the AEC 
does not have first call on power produced in that area, private or 
otherwise. 

Representative DurHAm. To release it for what? Are we going to 
take power away from the plant at Oak Ridge—that is national secu- 
rity No. 1 in this country and this world—and send it somewhere else to 
hit a house or produce some kind of incubator for eggs? 

Mr. Nicuors. No., this is to release on the general TVA system a 
requirement by a transaction which will supply additional power into 
this pool of power, in other words, 2,800,000 kilowatts. 

Representative DurHam. Are you operating everything today at 
Oak Ridge on full capacity ? 

Mr. Nicnors. No, sir, we don’t have the plants built. We don’t have 
the plants built at Paducah. 

Representative Durnam. Are you running the steam plant there 
24 hours a day? 

Mr. Nicnors. At Oak Ridge; yes. 

Representative Duruam. The standby ? 

Mr. Nicnors. It is not standby. It is running. It is supplying 
power. We havea small powerplant at Oak Ridge, 225,000 kilowatts, 
and the rest we get from TVA. We get half our power at Paducah 
from TVA. 

Representative DurHam. Is the production of atomic weapons to- 
day suffering from the lack of power at Oak Ridge? 

Mr. Nicwotrs. No, sir. 

Representative Hortriretp. Will it suffer in the future if you want 
this 135,000 additional at Oak Ridge? Has the TVA said they cannot 
supply it? 

Mr. Nicnors. They have not said they cannot supply it. 

Representative Horitrrecp. Have they said they can supply it? 

Mr. Nicuors. No, sir, we don’t expect them to. 

Representative Horirterp. You have not asked them ? 

Mr. Nicuots. We have asked them to supply it. 

Representative Duruam. It is a Government-owned operation ? 

Mr. Nicnors. Yes, and we are presently in the process of negotiat- 
ing. 

Representative Durnam. The President could direct them tomor- 
row to put every kilowatt into that plant if necessary. 

Mr. Nicuors. In other words, they are in the process of negotiation 
with TVA for the supply of power at Oak Ridge. We are in the 
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process of negotiation with Dixon-Yates to furnish replacement 
power to TVA for Paducah. 

Representative DurHam. General Nichols, I am not interested one 
ota in this fight between public power and private. 

Mr. Nicuors. That is it entirely. 

Representative Durnam. | am interested in the problem of whether 
or not we have enough power. I have sat on this committee and voted 
for everything asked to put power there, even the gas line which I 
thought was ridiculous, but we put it there for a purpose in case we 
have a need. 

My understanding of this whole thing is the fact that we have to 
have this power to produce fissionable material at Oak Ridge, or other- 
wise we don’t get the weapons. 

Mr. Nicnors. That is the amount refered to, 135,000. 

Re oe Durnam. That is your responsibility ? 

Mr. Nicnots. Yes, sir, and we are going to get it from TVA. 

Representative Durnam. I am not interested in this other thing. 
What I want to be assured of is this: Here we own the Oak Ridge 
plant and TVA, that is, the Government does. This thing doesn’t 
make sense coming in here and telling me that we ha'ven’t get enough 
power to run Oak Ridge. 

tepresentative Durnam. If we have to take it, I say the President 
ought to take it. If he doesn’t have authority he ought to ask Con- 
gress to give him authority to do it. Iam alarmed sitting here today 
und you saying we were not operating everything at Oak Ridge. 

Mr. NicHors. I did not say we were not operating everything at 
Oak Ridge. If I did I mean to correct that. I said we are building 
plants at Oak Ridge which will require more power than we presently 
have contract commitments for with TVA. 

Representative Durnam. I asked you if everything was operating 
at full capacity. 

Mr. Nicuots. I said everything built is operating at full capacity. 
But we are constructing plants at the . time at Oak Ridge 
which for part of it we have a firm commitment from TVA to furnish 
the power in the present apropriation, which I hope will pass. We 
have money in that for additional plants at Oak Ridge. 

In other words, we don’t have the money for it yet. It has not been 
appropriated, although it is in Congress. 

Representative Durnam. Where did this cockeyed scheme come 
from to wheel power 400 miles when we always accepted the prince iples 
to build and supply these plants for the production of atomic weapons? 

Mr. Nicnots. I expect it will be supplied and have no question about 
it. It will be supplied at Oak Ridge from the TVA system. What 
we are doing is antcipating at Oak Ridge that Congress will appro- 
priate money for additional plants. 

Representative Durnam. Certainly they will. They always have 
if it is necessary. 

Mr. Nicnots. I am certain they will, too. It has just come out of 
conference and I am sure the Senate and House will pass it. That 
requires adidtional load at Oak Ridge. 

We, anticipating that load and that Congress would furnish the 
money, have asked TVA in February of this year to negotiate with 
us for the supply of additional power, that is just a 100 to 200,000 
item. 
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Representative Duruam. If this power is required in the Memphis 
area for private enterprise, why don’t they do like in my area? Iam 
for private enterprise. Why don’t they go in and build it instead 
of asking for this kind of contract ? 

I could build a power plant myself almost on this kind of contract. 

Mr. Nicnots. That is beyond my jurisdiction as General Manager. 

Representative Durnam. Those are questions that should have been 
resolved, I think. 

Mr. Nicnoxs. Yes, sir. It was resolved by the administration. The 
administration, as I understand it, feels that for the general area there 
they need more power. The question is should you build more power 
by TVA or should you try to find some way to get private enterprise 
to furnish this power. 

Representative Durnam. Why don’t they go and build it if there 
is a demand for it? 

Mr. Nicuors. It is inthe TVA area. 

Represesntative Duruam. They do it in my section. 

Mr. Nicuors. It was expressed in the letters I read this morning 
that the AEC has such a large proportion of the TVA power that if 
we shut down there would be so much of TVA power released that it 
would just be flooding the market down there. 

So it is sounder from the Government point of view to have private 
enterprise do it, so that we should release a portion of the power we 
are getting from TVA. 

Representative Durnam. We know what happened when we had to 
do this. Those of us who sat here through the period of 1939-40, we 
know what we did on that. Let us not bring that issue in. 

Mr. Nicnots. That is a separate issue. 

Representative DurnHaM. We had to do it then and put the Govern- 
ment in business more or less because we had to have plants and we had 
to produce weapons. We did it. We built a standby plant there at a 
tremendous expenditure. It looked as if we didn’t need it and we didn’t 
use it fora while. 

I was willing to pay for it because we might need it and we did need 
it and we need it now. 

Mr. Nicuots. Yes. 

Representative Horirietp. All the testimony before this committee 
on this bill has been that there is a rapidly increasing need for power. 
So I don’t think any of us have to worry about the power not being 
used either if Dixon- Yates builds the plant or Tennessee Valley. 

Mr. Nicwots. From an engineering point of view you need the 
power. 

Representative Hotirtetp Let us talk about the engineering point 
of view just a little bit. You were with the engineers, were you not ? 

Mr. Nicwors. That is right. I am an engineer by profession. 

Representative Holifield. From an engineering standpoint if you 
need 135,000 kilowatts at Oak Ridge, would it not be better for you to 
build a plant close to Oak Ridge so you would have no loss in trans- 
mission power and have the TVA build it because of their long-term 
contracts for 15-cent coal, rather than to indulge in this administra- 
tive device for the purpose of financing a $107 million private utility ? 

Mr. Nicnots. Just where the TVA would build, if you took that 


one load by itself, I could not give an offhand answer. 
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Representative Hoiirrevp. If it could not supply it out of its system. 

Mr. Nicwoxts. You would look at the system and see where is the 
flow of electricity back and forth and where you find a weak spot you 
add additional capacity there. That might be Oak Ridge or half way 
between Oak Ridge and Memphis. 

Representative Hotirmetp. If there was a lack of capacity at Oak 
Ridge from an engineering standpoint would it not be good engineer- 
ing practice to build a plant as close to Oak Ridge as possible to avoid 
transmission loss, taking into consideration the closeness to the fuel 
supply and the cost of transporting the coal from its bed to the 
furnace ¢ 

Mr. Nicuots. There is another factory I think that would have to go 
in there, and that is that TVA would have to make an evaluation of 
what happens if Oak Ridge starts to drop down in capacity. That is, 
do they have too much concentrated there? Looking to the future, 
where is the future-load growth? That is a pretty complicated setup 
to figure out, so I don’t think an offhand answer yes, it must be at Oak 
Ridge, is necessarily correct. 

Representative Hoxirrevp. But they would be two factors to 
consider ¢ 

Mr. Nicuors. They would be two factors to consider. You get 15 
cent coal at Paducah. 

Representative Hoiirretp. But you don’t need it at Paducah? 

Mr. Nicos. No. 

Representative Horirtetp. You would make it at Paducah and 
transmit 400 miles. 

Mr. Nicnors. Actually the big need in the system from their own 
engineers is in the Memphis area. So they plan to add 500 to 600,000 
at Memphis or at the Fulton plant. Where they would have added 
for this little picayunish deal of 135,000 for Oak Ridge, I don’t know. 
They might have assumed the system would take care of it. 

Representative Durnam. At the present time, is there anything to- 
day that would prevent you from making such a contract ? 

Mr. Nicuots. I think the Appropriation Committee, when the ques- 
tion of expansion came up as to whether we should build our own 
plants at Oak Ridge—when I was district engineer that is what I did. 

Representative DurHam. I am not talking about you. Couldn't 
you have made the contract with private enterprise to build the 
plant at Oak Ridge? 

Mr. Nicnors. If we were to build one at Oak Ridge, if that was the 
answer, I would have to ask for an appropriation from Congress to 
put it up there. 

Representative DurHam. I am not talking about you building. I 
am talking about you making the same contract. 

Mr. Nicuots. I would let a contract to build it and let Carbide and 
Carbon operate it. 

Representative DurHam. You don’t get the question, General. I 
said could you make the same contract with this group of people 
whomever they are at Oak Ridge on the property ? 

Mr. Nicuots. No, sir; for one reason. It would be very difficult to 
get any enterprise to come in and make a contract to build it right at 
Oak Ridge. It would be difficult unless you made the right cancella- 
tion clauses. But I think it would be disadvantageous to the Govern- 
ment because then the question would be, if we canceled this, what 
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would the company do with the power. They would have to sell it to 
TVA. They would be at the mercy of TVA if they buy it. 

Representative Durnam. They are going to amortize this anyway 
during the period of the contract. If “they can’t, they are poor busi- 
nessmen. 

Mr. Nicnors. What is that? 

Representative Durnam. If they can’t amortize this thing in the 
contract they have with you-——— 

Mr. Nicnots. No, I am talking about the fact that it is the Govern- 
ment consideration that I have to worry about under the act that there 
would be a proper cancellation clause in it. 

Sticking a single plant in an area where they have no way to dis- 
tribute it, where TVA is in the distribution business, then we would 
probably be stuck with a large cancellation cost. 

Representative Durnam. General Nichols, you know the life ex- 
pectancy of these plants is like anything else. It is 25 or 35 years. 
They have to be replaced. This contract calls for the life expectancy 
of this plant in the mind of the individual who gave you this contract. 

Mr. Nicnots. You mean the Atomic Energy Commission ? 

Representative DurHam. No, I mean the private enterprise people. 
They know the life expectancy of a plant. If they don’t they are 
poor businessmen. 

Mr. Nicnots. What I am talking about—— 

Representative Duruam. Let us forget the integration after 25 
years. 

Mr. Nicuots. No; what I am talking about, sir, is the individual 
that would put up the money for a plant at Oak Ridge without having 
a distribution system would have to rely on the Government, in other 
words, for a large cancellation clause to cover him in case the AEC 
should suddenly shut down. 

Representative Durnam. Is there somebody in the room that can 
tell me an electrical generating plant’s life expectancy ¢ 

Mr. NicHors. Thirty to forty years. 

Chairman Corr. What is this plant? 

Mr. Nicnors. Twenty-five to thirty-five years is the normal ex- 
pectancy of a plant. 

Representative DurHam. And you have a 30-year contract. 

Mr. Nicuors. We have the authority to make a 25-year contract. 
Actually you could contract for it and the only thing you would have 
difficulty negotiating would be a reasonable cancellation clause with a 
company that was right in the heart of TVA with no way to distribute: 

Representative Durnam. That was not considered at all? 

Mr. NicHors. At Oak Ridge we did not consider going to anybody 
except TVA. In other words, we wrote the letter to TVA, “Please 
furnish power,” because we didn’t see how it is possible to get anybody 
in there to furnish power. 

Representative Horirrerp. And you had no refusal from TVA to 
furnish that power? 

Mr. Nicuors. The only thing we have is word that they can’t pro- 
ceed with negotiations pending the outcome of this whole setup here 
with the Bureau of the Budget. 

Representative Ho.irrerp. That is right. 
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In other words, if they are furnished the appropriation they can 
furnish you the power as they have in the past? 

Mr. NicHoxs. Or they could do it if we built a plant under this 
arrangement at West Memphis, Ark. Then I think technically they 
also could furnish the power. But they have not yet so replied. 

Representative HoxirmL>. Now, I want to ask you this question, 
General. If this contract runs with the AEC and Dixon-Yates for 
25 years, and you say you have the right to let it run for 25 years 
if you want to—— 

Mr. Nicnots. Plus two 5-year extensions. 

Representative Hontrreitp. That would be 35 years? 

Mr. Nicnots. That would be 35 years; in other words, the normal 
expectancy of the life of the plant. 

Representative Hoxirrerp. Let us talk about the 25 years for the 
tine being, which is your firm contract with them. You have testified 
that it will cost the Gover nment approximately $3.685 million per year ? 

Mr. Nicnors. That is right. 

Representative Horrrre.p. If it runs the 25 years and the Govern- 
ment pays that additional cost over what it would have to pay the 
TVA, it would have cost the Government how much ? 

Mr. Nicnors. $90,700,000. 

Representative Horirrerp. That is assuming, of course, that there 
has been no raise in the rates and that the base contract rates obtain 
for that length of time? 

Mr. Nicnots. That is right. 

Representative Hoxirretp. Now, at the end of that time, that 
$90,700,000 would amortize that part of the plant. In other words, 
that and its depreciation allowance would amortize that much of the 
plant ? 

Mr. Cook. It will amortize to 25/30. 

Representative Howirterp. 25/30 of the plant will be owned by 
Dixon- Yates. 

Mr. Nicuots. So they would actually own all the plant. 

Representative Ho.irreip. They would own it all, but it would be 
charged off in rates paid by the Government ? 

Mr. Nicuors. That is right. 

Representative Hortrreip. And at that time they would still have 
10 years’ life in the plant. 

Mr. Nicuors. And 5/30 amortization to go. 

Representative Hotrrrerp. If a contract was made with TVA, the 
Government would not be out that $90 million ¢ 

Mr. Nicuors. Yes, they. would have put the $100 million capital in 
right off the bat. 

‘Representative Houirrevp. Wait a minute. They would not have 
been out the $90 million in overcharge. 

Mr. Nicnots. I don’t call it overcharge. 

Representative Horirretp. You said it was over and above that 
which they could get it from the TVA for. 

Mr. Nicuotrs. That is right. But somebody has to raise $100 
million here. 

Representative Hoxirtevp. All _— we will get to that. 

If the Government raises $100 million and builds the plant and pays 
two and a half percent on the money and accepts the same or a cheaper 
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rate, at the end of the 25-year period the Government would own 
the plant? 

Mr. Nicuors. Yes, sir. But if you consider the life of a plant, it 
is certainly deteriorating. That is why you amortize them. It is 
not worth as much as it is at the start. 

Representative Horirretp. There is an item of maintenance and 
operation, is there not, involved in the cost ? 

Mr. Nicnots. Surely. 

Representative Hotirretp. You are not going to tell me that at the 
end of the 35 years that any electrical company walks off the plant. 

Mr. Nicuors. Some day they get so obsolete that you scrape them. 
I think 40 years is the maximum. I think TVA can give a better 
answer to that than I can. 

Representative Horirrep. I think so, too. 

So what you are being directed to do here—I am not saying, sir, 
that this is your originating because I have a great respect for your 
mathematical ability and as an engineer. 

Mr. Nicuoxs. It was rather poor earlier. 

Representative Houtrretp. What you are advocating the Govern- 
ment do in effect is to eliminate a budget financing of $100 million at 
two and a half percent and advocating the Government to back up 
and finance $107 million private utility } plant at a cost to the Govern- 
ment of approximately $3.6 million per year for 25 years, and at the 
end of that time, you will have created a capital investment for the 
Dixon- Yates people of at least twenty-five thirtieths of the plant. 

So in the long run, which is going to cost the American taxpayer 
more, the Government putting up $100 million of bond at two and a 
half percent and letting the TVA build this plant or is it going to cost 
the taxpayer more to take over the Dixon- Yates proposal and be al- 
lowed to spread it over a period of 25 years? 

Mr. Nicnors. First I would like to make clear as General Manager 
I am not supposed to advocate anything. I am supposed to carry out 
instructions. 

Representative Houtrrenp. I am not asking you to advocate any- 
thing. I am asking you the question, which would be cheaper for 
the taxpayer. 

Mr. Nicuots. I just wanted to clarify that. 

As I understand it and read the letter this morning, the administra- 
tion believes that in the long run it will be cheaper for the taxpayers to 
permit the company to pay local and State taxes in the State of 
Arkansas and to pay a higher rate of interest to bondholders in the 
interest of free enterprise system which ultimately has made America 
great. They didn’t add that. I did. 

Representative Horrrretp. The taxes that are paid to the State of 
Arkansas, are they not obtained from the general Treasury fund? 

Mr. Nicuots. Yes, sir. 

Representative Horrrmtp. The taxpayers of the United States are 
going to pay to the people of Arkansas some taxes for the benefit of the 
Government ? 

Mr. Nicuots. That is right. As I see it this transfers something 
from Tennessee to Arkansas. But it establishes a principle. 

Chairman Cotz. Who will be paying the taxes at the end of 25 
years ? 
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Mr. Nicuots. At the end of 25 years the people using the power will 
be paying the taxes. 

Chairman Core. The owner of the plant will be paying. 

Representative Hotirtetp. No, not the owner of the plant, but the 
people buying the power. The owner will put the taxes in the cost of 
operation. He will be the colecior of taxes, Mr. Chairman. 

Chairman Core. At any rate, the taxes on the operation of this 
proposed new plant down in Memphis will not come out of the Federal! 
Treasury after 25 years? 

Mr. Nicuots. No, sir, not after 25 years. 

Representative Ho.irretp. During that 25 years I understand that 
the AEC is going to become very benevolent and pay the Federal 
income taxes for the Dixon- Yates people, too? 

Mr. Nicuots. That is right. 

Representative Hotirietp. I wonder if I could get an arrangement 
whereby they would pay my income taxes. I think that would be 
wonderful. 

Mr. Nicuots. It goes into one pocket and out the other. It requires 
some bookkeeping. 

Representative Hoxrirretp. Out of the pocket of the taxpayer and 
right back into it. I wonder if I could make a little arrangement like 
that myself. 

Mr. Nicnots. I have an arrangement like that. 

Don’t you pay income taxes? 

Representative Hortrretp. I certainly do. 

Mr. Nicuots. I think that is an arrangement they make me every 
month. I get paid a check and they have already taken out and put 
in another pocket the income tax. So it is standard practice in the 
Government. 

Representative Hoxtrrecp. But they are not taking out all of your 
taxes, are they ? 

Mr. Nicuots. They are taking out too much. 

Chairman Corr. I am afraid we will have to suspend. There is a 
vote currently being held in the House and the members will have to 
be excused to attend to that rolleall. 

Representative Hottrrevp. Make it 2 o’clock. 

Chairman Corr. No, that causes some difficulty. We have sched- 
uled an executive meeting at 2 o’clock which has been scheduled for 
some time. If I thought we might complete this subject today, we 
could reconvene at 3 o’clock. 

Representative Hortrretp. I hope we will reconvene. We have wit- 
nesses here from the Tennessee Valley. There are a couple of gentle- 
men here, I understand. We would like to have their testimony on 
this record. I would like to continue for a short length of time and 
ask a few more interesting questions, interesting to me at last. 

Chairman Cote. We will recess to meet at 2 : 30 o’clock. 

Mr. Burcu. Mr. Chairman, before you recess, will there be an op- 
portunity for the Von Tresckow proposal to be presented this after- 
noon ? 

Chairman Corr. The Chair hoped to be able to hear you. I received 
your telegram this morning. I indicated to you this morning I would 
try to give you a chance to be heard. I can’t be certain of it. 

Mr. Burcu. I will be back in the hope you can. 
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(Thereupon, at 12:45 p. m., the joint committee, recessed to recon- 
vene at 2: 30 p. m., this day.) 









AFTER RECESS 





The hearing was resumed at 2:40 p. m.y Representative Cole presid- 
ing. Those present were Representatives Cole, Durham, Van Zandt, 
Holifield, and Price; and Senator Bricker. 

Chairman Cote. The meeting will come to order. 

For the time being, in order to accommodate the person whom I 
promised I would try to hear, may we ask Mr. Burch to come to the 
table and tell us about the Von Tresckow proposal. 

Mr. Nicuoxs. Could I make one comment on this subject? I over- 
simplified when I said one of the reasons we gave less consideration to 
the proposal was a legal problem. I may have implied it was illegal. 
Actually, what I meant was that under our authority, it would take 
not only AEC contracting but TVA would also have to do some con- 
tracting; and if you start with both, you might just as well end up with 
TVA. So I oversimplified, but what I meant was we had a legal 
problem in the case of a straight deal with the AEC. 

Chairman Corr. This is Mr. Lucius E. Burch, Jr., of Burch, Porter 
& Johnson, and he has something to do with the Von Tresckow pro- 
posal, 











































STATEMENT OF LUCIUS E. BURCH, JR., OF BURCH, PORTER & 
JOHNSON, MEMPHIS, TENN. 





Mr. Burcu. Mr. Chairman and gentlemen, I am a lawyer repre- 
senting Mr. von Tresckow and the syndicate of which he is the head. 
He will be here within the next two or three minutes, and if any techni- 
cal problems come up that are beyond my competency, he will be pre- 
pared to answer them. 

Mr. Chairman, I hope I can use the restraint that Senator Gore 
used this morning when he characterized this as a tailormade deal. 
In my opinion it is a good deal worse than that. It amounts, in my 
opinion, to a preconceived attempt by an agency of the Government to 
perpetuate and extend an existing monopoly by the expenditure need- 
lessly of $150 million of Government funds. 

Now I know that sounds like a very reckless statement, but I am 
prepared to document it. I think that when this matter is thoroughly 
considered and ventilated—if that word develops to be proper—I 
think the Congress will want to know more about it, and perhaps the 
Department of Justice. 

Representative DurHam. Since the gentleman has made that state- 
ment, will you give us your background a little bit? 

Mr. Burcu. My name is Lucius E. Burch, Jr., and I live at Memphis, 
Tenn. I am the attorney for the Von Tresckow group who will be 
identified specifically in a moment. I have had considerable negotia- 
tion with General Nichols through exchanges of telegrams, and I have 
on one occasion met with the designated representatives of the Atomic 
Energy Commission. I believe that I am currently informed about 
what has gone on about the handling of the Von Tresckow proposal. 
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Representative DurHam. You are a practicing attorney ¢ 

Mr. Burcu. Yes, I am a practicing attorney. 

v0 hry pt Durnam. This is a private enterprise group « 
tirely ? 

Mr. Burcu. Yes, sir. 

Representative Durnam. With private funds all together? 

Mr. Burcu. Yes, sir. 

Representative Durnam. All right. 

Mr. Burcu. Gentlemen, by way of background, some several years 
ago Mr. von Tresckow, who is a financial and economic consultant and 
a retired vice president of the Central Hanover Bank, devised a plan 
for the financing of public improvements. In essence, it was simply 
this: to lend private funds when needed for the furtherance of public 
projects. He associated with him a group whom I will name in a 
moment, all very successful men and financially responsible. 

They conceived the idea that if there was not an appropriation in 
the budget for TVA that it could be handled by private financing, 
which in essence was simply this: that instead ‘of the Government 
making the appropriation, private funds would be put up; and since 
the risk was pr: sean nonexistent, the return should be small and 
they would receive a flat fee on this one hundred ten or one hundred 
fifteen million dollar project of only $4 million, limited at the front 
end to $4 million. 

The bonds were going out at the rate of 314 percent, and the largest 
bond firm in this country was and is prepared to underwrite those 
bonds. The only difference, as you will see, from that plan was that 
whereas if TVA got the money by taxes, as long as we do not have a 
balanced budget, “that they were going to pay 2.9 percent interest; 
whereas, this plan would result in an interest rate of approximately 
314 percent, or a differential of six-tenths of 1 percent. 

The difference was really smaller than that because the bonds not 
being tax free there would be some income tax paid on the interest on 
those bonds. So the difference under this plan as to what it would 
cost if TVA got the appropriation and if the Von Tresckow group 
financed it was very, very small. 

It was essentially the situation 60 years ago when the plan for the 
mutual savings of insurance came out, at the time the people that 
proposed mutual sav ings of insurance were said to be mavericks. All 
of the established people fought them. That has been true to a very 
great degree in this case. You cannot easily understand—I think 
that you will before I am through—some of the pressures that have 
been generated against this proposal. 

Now here is what happened. 

Representative Van Zanpr. By whom ? 

Mr. Burcu. I will give the names. I have the documents that I 
will presently lay before the committee. 

Knowing that there would be tremendous pressures, economic pres- 
sures, brought against the people who were prepared to finance and 
work on this dea 

Representative DurHam. When did you begin these negotiations 
Can you give us the date so that we will have them ? 

Mr. Burcu. Yes, sir; I will read those. I have the complete file. 
On April 28, 1954, I addressed this telegram to the Atomic Energy 


48184—54—-pt. 2-28 
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Commission, to the attention of General Nichols or Mr. Strauss. It 
was as follows: 


We represent responsible clients having large financial resources and the most 
extensive engineering experience who desire to submit a proposal to the AEC, 
which proposal is much more favorable to the Government than any of which 
we have knowledge. Our client’s engineers, Messrs. Gibbs & Hill, Inc., will 
shortly contact you for an appointment. 

Signed “Burch, Porter & Johnson,” by me. 

After that there was the most amazing sequence of developments. 
You will observe that only the name of Gibbs & Hill was used and 
that none of the clients were disclosed. The next thing that happened 
Mr. Sloan of Gibbs & Hill came to Mr. von Tresckow’s office and while 
there a call came to Mr. von Tresckow from General Nichols. After 
the conclusion of the call, and after General Nichols was off the wire, 
Mr. Sloan went out and dictated a letter, the original of which I have 
and which I will present to the committee, which is one of the most 
extraordinary documents as a lawyer that I have ever seen. It is 
directed to Mr. von Tresckow, dated May 6, 1954, and I rather doubt 
if the general has this in his file. 

Representative Van ZANnvr. Does this represent a digest of the con- 
versation that involved General Nichols? 

Mr. Burcu. No, sir, it does not. It is considerably more far- 
reaching than that: 

Dear Mr. von TrEScCKoW: In our original discussions we had no knowledge 
of the fact that any private utilities were interested in the construction and 
operation of a generating station in the Tennessee Valley area for the Atomic 
Energy Commission. 

It now develops that unauthorized use of our name has been made in con- 
nection with a proposal to the Atomic Energy Commission counter to one sub- 
mitted by Middle South Utilities and the Southern Companies. 

On April 28 we pointed out to you that Gibbs & Hill, Inc., could not afford to 
have its name linked with any endeavor contrary to the interests of any privately 
owned public utilities in this country. 

The use of our name has come to the attention of Mr. Dixon— 


whose name you gentlemen will remember as having figured very 
prominently in the negotiations as outlined by General Nichols— 


President of Middle South Utilities and through him to Mr. England, president 
of Atlantic City Electric, one of our clients; and to a number of electrical 
equipment and boiler manufacturers. One of the subsidiaries of Middle South 
Utilities is the New Orleans Public Service Co., with whom we have been en- 
deavoring to negotiate an agreement for the design and/or construction super- 
vision of their new station. 

In view of the foregoing it would seem necessary to have statements issued 
in such newspapers as Gibbs & Hill’s name has been mentioned in connection 
with this project, to this effect: That we will not participate in any activity 
detrimental to the privately owned public-utility industry in this country. 

Any personal names or company names used above are confidential and have 
been mentioned for the sole purpose of adequately presenting Gibbs & Hill’s 
position. 

Yours very truly, 
Davin B. SLOAN, 
President, Gibbs & Hill, Inc. 


I have obtained Mr. von Tresckow’s permission to release the letter 
for the record, which I have just now read. 

Chairman Cotz. This morning, Mr. Burch, General Nichols in his 
discussion of your proposal indicated, or at least it was impressed 
upon me that he indicated, the reason why the Commission did not 
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give greater consideration to your proposal was because it involved 
a period of time greater than 25 years. Is that correct or not? 

Mr. Burcu. It is in essence correct. 

Chairman Corr. That being so, the Commission has no choice, since 
it is 4 to a period of 25 years or less. 

Mr. Burcn. No, sir; I do not believe it is as simple as that. The 
proposal that we made, as I will presently outline, was for the Com- 
mission to contract for the period of its statutory ability with a standby 
agreement with the TVA so that at any time that the Atomic Energy 
Commission either did not need the power or at the expiration of the 
25 years, whichever happened sooner, that the TVA would take over 
the contract. Of course, the alte rpate of that is that presumably the 
Congress, of which this committee is the representative, if it develops 
in the public interest to have the contract of a type which I am about 
to outline, presumably in the public interest it could be obtained. 

Mr. Nicnors. Mr. Chairman—— 

Chairman Corr. Do you mean by amending the law? 

Mr. Burcu. Yes, sir. 

Mr. NicHots. ( ‘ould I make a statement at this time in view of the 
implications made in regard to conversations with Mr. Sloan so it 
will be close to the record that he has made? 

Chairman Core. Surely. 

Mr. Nicuots. Mr. Burch has read the telegram which he has sent 
to us—on April 28, correctly—in which he referred to our client’s 
engineers, Messrs. Gibbs & Hill, Inc.— 


will shortly contact you for an appointment. 


On May 3 I sent out a telegram to Mr. Lucius E. Burch, Burch, 
Porter & Johnson: 


Reference your telegram April 28, have had no contact by Gibbs & Hill. 
I received a reply: 


Retel our earlier wire of today, evidently crossed yourself in transmission. 
Engineers, financial people, and others interested will extend request for con- 
ference. 


At that stage we had sent 1 out on the same date, the 1 crossed: 


With reference to our wire of April 28, our clients have advised us that if it 
is convenient to you our group is prepared to meet at our office in Washington, 
Tuesday, May 11. Will greatly appreciate your wiring us regarding the con- 
venience of this date and, if satisfactory, suggest a suitable hour. 


Then on May 5, we sent out a telegram: 


Will be pleased to meet with your group in Washington at the AEC Building, 
Constitution Avenue, on May 11, as you suggest. We have, subject to your con- 
currence, established 10 a. m., convenient hour. Please advise us of the full 
name and affiliation of personnel who will attend, so arrangements can be made 
for them to be cleared in the building on arrival. If a different hour is more de- 
sirable, please advise. 

It is hoped, in the interest of time, that the proposal you desire to submit 
will clearly indicate the corporate identification of the group or individual firms 
submitting the proposal, financial backing, proposed method of financing, com- 
plete subscription of facilities on which the proposal is based, with sufficient 
backup covering the cost, components involved, and the demand and energy 
charges so that it will be possible for the AEC to make a full and complete evalua- 
tion of the proposal. 


At that stage of the game, I did call Mr. Sloan because that was the 
only name I had to date, as to who was to be represented at this 
meeting. 
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Mr. ae Except mine. 

Mr. Nicno.s. Except yours. I knew Gibbs & Hill as a reputable 
outfit. A had done business with them during the war. That was 
really the basis for meeting, and I was interested in getting the names 
and I was a little interested at first why I was not contacted. So I 
decided to call Mr. Sloan, of Gibbs & Hull. 

When I started to talk to him, he said, “Well, I am talking to these 
people right now,” and he made some statement. “They have used 
my name without my authority.” That was really the extent of the 
conversation. 

I said, “Well, I had agreed to meet with them on the basis that ] 
knew your outfit.” 

He said that, well, he would like to talk to me more about it later. 

As a result, I sent a telegram to Mr. Burch: 

Reference is made to our previous communications and in particular to our 
request to you to advise us of full name and affiliation of personnel that will 
attend proposed meeting May 11, and your reply in which you state that names 
and affiliation of personnel in attendance will be furnished day preceding 
meeting. 

Reference is also made to the fact that your initial telegram stated Gibbs & 
Hill, Ine., were your client’s engineers. I have been informed by Mr. Sloan, 
president of Gibbs & Hill, Inc., of New York, they are not connected with yom 
proposal. Appointment for meeting May 11 is canceled. We are unable to con- 
sider setting a meeting with you until after you have indicated to us the firms 
which you represent. 

In other words, the Gibbs & Hill incident was one in which I con 
tacted the only n»me to find out something about this proposal before 
meeting, and that «as the answer I got from Mr. Sloan: that he was 


not representing any clients of Mr. Burch and there h: ad been a mis 
understanding. What the misunderstanding was, I never did find out 
for sure, although Mr. Sloan did come to see me and at that time. 
Here is a memo for the record I made: 


Mr. D. B. Sloan, president of Gibbs & Hill, New York City, and Mr. H. H 
Shannon, vice president, advised me at 10 o’clock Wednesday, May 12, clarifying 
why their name had been used by Mr. Burch. Mr. Sloan stated that Mr. von 
Tresckow had previously promoted the idea of a powerplant in New England and 
asked Gibbs & Hill to participate as engineers. Subsequently Mr. von Tresckow 
had stated to Gibbs & Hill that the same idea for a large powerplant might have 
merit in the TVA area. Gibbs & Hill had indicated to him that they did not 
desire to participate in any ventures to put them in the public-utility field because 
they considered Gibbs & Hill would rely on the utility field as being an employer 
and not as a competitor. 

Further, Mr. Sloan stated Mr. von Tresckow or Mr. Burch had no authority 
to use the name of Gibbs & Hill, and Gibbs & Hill were very much embarrassed 
by the fact their name had been so used. They therefore felt it important that 
I should know their side of the story. 

Further, Mr. Sloan stated he was interested in participating in a general 
development work pertaining to utilization of atomic power and he wanted to be 
certain that I did not feel they were entering into any promotional schemes that 
had a political rather than an engineering tone. 


Mr. Burcu. Now, as far as I know, everything that the general said 
is accurate. All I know from the information that came to me was 
that following the conversation Gibbs & Hill withdrew, and I have 
their signed response for their withdrawal. 

Now, after that we were unable to get any conference with the 
Atomic Energy Commission until we had disclosed not only who we 
were representing in their entirety but also our engineers. Although 





AMEND ATOMIC ENERGY ACT OF 1946 993 


these free and easy negotiations had been going on since the preceding 
January with the Dixon-Yates group, whose name is mentioned in this 
connection in the letter, I could not get anybody to sit down and talk to 
our people unless we made a public disclosure of who they were. 

Now, finally, on May 13—— 

Chairman Cote. Do you feel that is unreasonable ? 

Mr. Burcu. Yes, sir; I think it is highly unreasonable under the 
‘ircumstances, where this pressure was in existence and known to exist. 

Chairman Cote. Do you think it is unreasonable for the Commission 
to insist on knowing the people they are going to deal with? 

Mr. Borcn. I think that the “y should sit down and meet informally 
and preliminarily with any person who has a good reputation and 
whose name is known to them; yes. I do not think that any govern- 
mental agency ought to impose conditions that will make it embarras- 
sing for people that want to do business with the Government; I do 
not; no, sir. 

Chairman Coir. Would it have been embarrassing to your client to 
have their identity disclosed ? 

Mr. Burcu. Extremely so, yes, sir; because the Commission, as was 
shown by this, let the information out and the financial people who I 
am going to mention in a minute handle a lot of utility business. We 
wanted to meet informally as the other group had done. I do not think 
it was unreasonable. 

Now, on May 13, it was determined that we could not get any audience 
from the Atomic Energy Commission unless we did make the dis- 
closure, and make it in its entirety. On May 13, I sent a wire to the 
Atomic Energy Commission, to the attention of General Nichols; to 
the Tennessee Valley Authority, to the attention of Mr. Clapp; and 
to Mr. Rowland Hughes. It was as follows: 


GENTLEMEN: As attorneys for the group hereinafter identified, we are directed 
to express to you their desire to enter into negotiations for the construction of a 
steam-generating plant of 600,000-kilowatt capacity to be located at a point to be 
designated by the appropriate governmental agency. The purpose of the proposed 
plant is to make available the energy needed or to be needed by the Atomic 
Energy Commission at its Paducah facilities and to provide for future increased 
consumption in the area west of the TVA pool. 

The proposal to be made contemplates the construction of facilities for the 
generation of public power without the creation of public debt. Electrical 
energy is proposed to be furnished at cost, with any profits resulting to accrue 
to the appropriate governmental agency by way of patronage rebate. 

The proposal to be made further contemplates the cost of construction to 
be amortized by use of depreciation reserve furnished over the contract period, 
and at the end of the period the plant would become the property of the Gov- 
ernment without further payment. Group or corporate vehicle to be formed 
under their sponsorship expects to profit through sharing a small percentage 
of the saving which the Government will receive through their risk and efforts. 


Incidentally, in the later proposal that is limited to a flat $4 
million. 


Since the proposal will contemplate financing by us of bonds, bilaterally firm 
commitments for purchase and sale of energy for the term of contract is desir- 
able. To facilitate this and to avoid the necessity of prohibitive cancellation 
penalties, contemplated by title 42, United States Code, section 1812, the pro- 
posal will be made to the Atomic Energy Commission and/or Tennessee Valley 
Authority as seems best, in the public interest, after full consideration by both 
agencies. 

This communication is authorized by and made on behalf of the following: 
Walter von Tresckow, who is sitting beside me and can answer any technical 
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questions about the question; Caldwell, Marshall, Trumbler & Mitchell, 115 
sroadway, New York City, by John N. Mitchell, who all of you gentlemen hav- 
ing any experience in municipal financing or public financing know that to be 
the preeminent legal bonding firm in the country. 

Harvey Weeks, 22 East 36th Street, New York City. Mr. Weeks is a retired 
vice president of the Hanover Central Bank. Although I do not think he would 
like the label, I would term him probably as a “capitalist.” 

Schwartz, Nathanson & Cohen, 165 Broadway, New York City, by S. R. Nath- 
anson and George H. Schwartz, which is a firm conducting a very extensive 
practice before the Securities and Exchange Commission and other govern- 
mental commissions. 

Robert W. Larrow, 209 College Street, Burlington, Vt., who is the corporation 
counsel for the city, and had quite an active part in the Vermont matter which 
General Nichols mentioned. 

Solomon Bros. & Hutzler, 60 Wall Street, by Rudolph F. Smutt, which I think 
may be said safely is the largest financial institution in the world dealing in 
high-grade bonds and particularly Government bonds. 

A conference to be attended by representatives of the group is requested. 

(Signed) BurcH, Porter & JOHNSON, 
By Lvuctus E. Burog, Jr. 

Chairman Core. I do not want to be abrupt or cut you off or dis- 
courage you, but if it is the fact that the Commission does not have 
legal authority to enter into your agreement, why do you complain 
that the Commission did not’ consider it? Unless it is the pleasure 
of the committee to hear your proposal, I see where no good can 
come from it. You would have to change the law in order to take 
care of the proposal. 

Mr. Burcu. The thing can be set up and amortized on a 25-year 
basis, but the interest rate would be rather high. The 32-year period 
was on the basis of an amortization that would make the bonds go 
out at a very low rate of interest, and that could easily be done w ith 
the standby agreement with the TVA. 

Now, there is the legal authority to enter into it at the present time, 
sir, and it would just be a more favorable deal for the Government 
and for everyone else if it were on the other basis. 

Chairman Core. That is contrary to what you said a minute ago. 
You said there was no legal authority. 

Mr. Burcu. For the 32- -year term, sir. Of course, the thing theo- 
retically could be set up in 10 years but the interest charges. would 
be rather high. 

Chairman Cote. Mr. Burch, the reason I called you to the stand 
when I did was because of the fact that Mr. Holifield, who was interro- 
gating Mr. Nichols when we adjourned at noontime, had not returned 
to the chamber and I thought perhaps we could take advantage of that 
interim by your appearance. I must ask you to step aside for the time 
being so that Mr. Holifield can complete the interrogation of Mr. 
Nichols and because of the further fact that we have invited 1 or 2 
representatives of the TVA to appear today. Rather than ask them 
to return tomorrow or at some future time, I am hopeful that we can 
hear them today and then ask you to return at a future time. 

Mr. Burcu. Yes, sir; I will be glad to yield, naturally, sir. May I 
say that if allowed to present this proposal, I am confident of my 
ability to convince this committee that the Van Treschkov proposal 
will save $150 million over the Midsouth Utilities proposal over a 


30-year term. I have the figures to back it up, and I would like that 
opportunity when it is convenient. 
hairman Corr. Thank you. 
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STATEMENTS OF KENNETH D. NICHOLS, GENERAL MANAGER OF 
THE ATOMIC ENERGY COMMISSION; R. W. COOK, ASSISTANT 
GENERAL MANAGER FOR MANUFACTURING; AND HAROLD L. 
PRICE, DEPUTY GENERAL COUNSEL OF THE ATOMIC ENERGY 
COMMISSION 


Chairman Core. Mr. Holifield, do you wish to continue your in- 
terrogation ? 

Representative Horirreip. Yes; I do. 

Mr. Nichols, the Dixon-Yates letter of April 10 says that under 
their proposal a new corporation will be formed to build the plant, 
and the taxpayers will make only annual payments related to the 
annual cost of supplying power for the 25-year period of the contract. 

Mr. Nicuors. What paragraph is that, sir / 

Representative Horirretp. I do not have that paragraph notation, 
but it is in there and I can find it ina minute. It is in the second para- 
graph on page 2 of the April 10 presentation. It is the second para- 
graph at the top of the page. That is on the second page of the letter 
to you from Mr. Dixon and Mr. Barrett. 

Mr. Nicuors. I have found it. 

Representative Horirrecp. Starting “Under our proposal.” 

Mr. Nicnors. Is there a question ? 

Representative Horirierp. Now, my question is this: I had not 
asked any question yet and I was waiting until you found it. My 
question is this: What this in effect says is that the cost of this plant 
would be stretched out over a 25-year period, and the cost to the 
Government would not come in a lump sum in the budget, but would 
be stretched out over the period of the contract and possibly a few 
years after that. 

Mr. Nicnors. What it implies there is that we would sign a con- 
tract for a 25-year period, and somewhere else they give the period 
over which they would amortize the plant. I think you can read into 
this letter that the idea that they are suggesting is that by paying 
annual costs for power, it eliminates a capital investment on the part 
of the Government of something over $100, which you would, of course, 
expect that they would be getting back during the period of time. 
Otherwise, there is no sense of their making such an investment. 

Representative Hottrretp. The private utility would be getting it 
back? 

Mr. Nicuots. Yes, sir. And they are not giving the Government 
anything. 

Representative Horirreip. But is it not true that what this amounts 
to is that the Government over a 25-year perjod would put actually 
more money into it than they would put into the same plant if the 
TVA built it, $3.68 million a year more for 25 years if they utilized 
this service for 25 years, or a total of $90 million more than the Gov- 
ernment would put into the TVA project if they put it in in a lump 
sum at the beginning? 

Mr. Nicuots. Except they wouldn’t have put in the lump sum in the 
pe ree 

epresentative Horirtetp. They wouldn’t have done it under the 


Djixon- Yates, but it spreads it out over 25 years. 
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Mr. Nicnonrs. Yes, sir. 

Representative Hoxirterp. But it actually costs the people more, 
this 25-year arrangement costs the people that much more in the end 
than it would cost them under a TVA plan. 

Mr. Nicuors. I don’t think that you can arrive at that. 

Representative Horirrerp. You do not think so? 

Mr. Nicuors. No. 

Representative Hortrrexp. Is it not true that the $3,685,000 addi- 
tional charge is in addition to the amortization cost which is ab- 
sorbed in the Dixon-Yates contract, and also would be absorbed in 
the TVA contract with the TVA rates? 

Mr. Nicnors. The TVA absorbs their amortization costs, and 
the $3,600,000 which you say represents $90 million over the 25-year 
period—that is an extra cost to the Government in one sense, but 
not to the taxpayers as a whole. Somebody must have saved the 
taxes in the State of Arkansas, and if you take your local taxes, it 
must add up to something. We don’t like to run things that way, but 
it isn’t necessarily that it is an extra cost to the people of the United 
States. I think it is an extra cost to the Federal Government; yes. 

Representative Hotirrep. And it will be reflected jin either the 
TVA budget or the AEC budget? 

Mr. Nicnoxs. That is right. 

Representative Horirtetp. Or both ? 

Mr. Nic#ots. In this case it will be essentially reflected—the taxes, 
under Mr. Hughes’ directive to the AEC, the AEC would pay the 
State taxes. Now, in their discussion they just canceled out, as we dis- 
cussed earlier this morning, the Federal taxes and did not list that. 


It went in one pocket and out the other. 

Representative Horrrtetp. I believe in a letter which the Commis- 
sion has sent to Mr. Dodge under date of April 15 

Mr. Nicuots. I believe we furnished that to the joint congressional 
committee. 

Representative Hoirreip. Yes, sir; and at the bottom of page 6, 
the Commission says: 


It is our position that any costs involved to AEC over and above the cost 
of power under our present contract at Paducah should be borne by TVA. 

Mr. Nicnors. Yes, sir. 

Representative Hortrtetp (reading) : 

Otherwise the TVA would be further subsidized through an operating expense 
appropriation to the AEC. 

Mr. Nicuors. What page is that, sir? 

Representative Horirretp. Page 6, at the bottom of the page, of 
that particular letter. That is the Commission’s letter to Mr. Dodge, 
dated April 15. 

Mr. Nicnots. We must have a different page system than you have, 
Mr. Holifield. I know it is in there somewhere. 

Representative Hoxirrexp. It is at the bottom of the page. 

Mr. Nicnors. On page 7, I have it. That was my recommenda- 
tion, and I wrote this letter, or Mr. Cook and I wrote this letter, 
approved by the Commission to forward to the Bureau of the Budget. 
And that was my opinion at the time, that that would be a proper 
way to do it. 
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Representative Houirretp. You were protecting, and rightly 
the AEC budget against an unusual cost. 

Mr. Nicuors. Exactly, sir. 

Representative Houtrrevp. I have no criticism of you for that. 

Mr. Nicnots. But I recognize the right, however, of the Bureau 
of the Budget to decide that this cost is going to be paid by the 
Federal Government, should they tell the AEC to assume it or the 
TVA. But this was my opinion at the time, and still is, it is a better 
way todoit. But I recognize someone in higher authority can decide 
otherwise. 

Representative Hortrietp. I agree with you on that. 

By the same token, is it not unjust to place upon TVA for their 
budget this sum which would be over and above that of their own 
ability to produce power for themselves ? 

Mr. Nicuoxts. Of course, that is a fundamental issue which is not 
up for me as General Manager to decide. I can cite other examples, 
though, that we are in correspondence with this committee on, I 
believe, in cases where the question is, Are we taking steps to avoid 
paying taxes when we should be paying taxes, and there seems to be 
quite a difference of opinion. 

Representative Hortrtetp. It is a policy matter, though 

Mr. Nicnors. It is a policy matter. 

Representative Hortrtetp. Not for you to decide. 

Mr. Nicnors. Not for me to decide. 

Representative Horirretp. Because you say in the next paragraph: 

We feel that higher executive authority or Congress should make this 
determination. 

Mr. Nicnots Yes, and I assume that either one should make it, 
and I assume that the President could give us a directive, as he has, 
or Mr. Saltonstall could have held hearings, or this committee would 
hold hearings; or really this committee has no authority over TVA, 
that is the Appropri: ations Committee that has the power of the purse 
over both of us, TVA and the Atomic Energy Commission. 

I could see how it could have been decided by Congress by the way 
they wrote the appropriations bill. In other words, telling TVA 
to enter into an agreement with the AEC that is acceptable. to the 
President. 

Representative Hoxirtetp. Or we could write into this present bill 
and add to the Paducah, Portsmouth, and Oak Ridge contracts, and 
we could add the Dixon- Yates contract into that section, section 164, 
so that we could directly authorize you to make a new contract with 
Dixon and Yates as we did with the other three plant needs. 

Mr. Nicnots. That would be giving a confirmation to what we think 
isa right we already have. 

Representative Horirreip. You think that you have a right. The 
language of 164 does not exclude you from going out and mi king addi- 
tional contracts with other private utility groupe! 4 

Mr. Nicuors. For example, let us put it- 

Representative Hotirrerp, Could you answer that / 

Mr. Nicuois. Yes. I assume that it does not exclude us from doing 
that. For example, if we had been able to find in this process of 
negotiation that actually the Dixon-Yates proposal was cheaper to 
the AEC, I think then we would have had the right within the Com- 
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mission to make that determination, and go to the TVA and see if 
we could get a cancellation of the contract and go get a cheaper source 
of power. That is good administration. 

I did not feel that when we found that the costs were higher to the 
AEC, that we had—at least certainly the General Manager did not 
have the right to decide that this was to the best interests of the 
Government. And that is why we passed it to higher authority, 
either the President or Congress. 

Representative Hoxirrrerp. So in this case, where you could not 
decide that it was to the best interests of the Government, you felt 
constrained in duty to your own Commission to rely upon a higher 
authority ¢ 

Mr. Nicuors. That is right, and the Commission decided that also. 

Representative Hoiirietp. And the Commission also said 
We believe that we have explored the subject proposal to the extent practicable 
at this time. Higher authority will now presumably determine what course of 
action is in the best interests of the Government? 

Mr. Nicnoxs. That is right. 

Representative Honirrmeip. And that determination has been made 
by the Bureau of the Budget as per your letter of this morning ? 

Mr. Nicuors. It has been mi ade by the President, as I understand 
it, because the Bureau of the Budget states that it has been author- 
ized—what is the exact wording—authorized by the President. 

Representative Hoxirreip. So, under the circumstances, you are 
relying upon the Presidential directive as your authority to make the 
proposed Dixon- Yates contract, if you do make it ? 

Mr. Nicnots. I am relying on two things: On the President hav- 
ing made the determination that this is in the best interests of the 
United States; and I am relying on the legal authority within the 
Atomic Energy Act that it is the legal thing to do. In other words, 
I feel—— 

Representative Hourrretp. Where is that authority in the Atomic 
Energy Act? will you read that to me? 

Mr. Nicnots. I feel we received a legal order to do something. 

Represent: ative Houirrenp. Within the act now, will you please read 
me the authority that you refer to ? 

Mr. Price. Mr. Holifield, this is section 12 (d) of the present act: 

The Atomic Energy Commission is authorized in connection with the con- 
struction or operation of the Oak Ridge, Paducah, and Portsmouth installations 
of the Commission, without regard to section 3679 of the Revised Statutes, as 
amended, to enter into new contracts or modify or confirm existing contracts 
to provide for electric utility. services for periods not exceeding 25 years, and 
such contracts shall be subject to termination by the Commission upon payment 
of cancellation costs as provided in such contracts, and any appropriation 
presently or hereafter made available to the Commission shall be available 
for the payment of such costs. Any such cancellation payments shall be taken 
into consideration in determination of the rate to be charged in the event the 
Commission or any other agency of the Federal Government shall purchase 
electric utility services from the contractor subsequent to the cancellation and 
during the life of the original contract. 

Representative Hoxtrretp. You rely upon that, notwithstanding 
the fact that Congressman Phillips in the 1953 hearings on the second 
independent offices a »propriation for 1954 noted that the then 
pending request by AEC to enter into 25-year contracts and to pay 
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cancellation charges was a request for broad authority, and he said 
on page 341: 

This gives the Atomic Energy Commission the right to write these contracts 
without limitation as to the cancellation features in them or the termination 
features, and to draw upon any money we have appropriated for any purpose 
to pay them. 

Mr. Price. That is right. ‘That was his explanation. 

Representative Houirie.p. That was his explanation, but do you 
think that he referred to other utility installations, other than those 
three named in the act? And if so, why were 3 name, 3 installations 
named in the act if he meant others? 

Mr. Price. We are still talking about 1 of those 3 installations, Mr. 
Holifield. We are talking about Paducah. And in fact, we are talk- 
ing about two of them, Paducah and Oak Ridge. 

Representative Honirrerp. You are talking about it and trying to 
create the impression that this power that you are buying, some 200 
or more miles away from it, is a replacement ? 

Mr. Price. That is right. 

Representative Horirmxp. But in effect it is not a replacement, 
because you are not canceling the Paducah contract, and you made 
no mention in your Paducah contract of securing addition: il power to 
replace into the TVA grid system. So this is a new idea, this idea 
of replacement. 

Mr. Price. Yes, sir. 

Mr. Nicuots. Replacement to my mind means that we are fur- 
nishing them power for power we receive in kind, and there is no 
difference—I do not know what is the correct term, but when we 
say we do not cancel the contract with TVA, it does not imply we 
are not going to have to modify it. We are going to have to modify 
it to make provisions for this arrangement. It isn’t an outright 
cancellation. I would never cancel something becaus2 I never want 
to be in a position I do not have a commitment. Not that I don’t 
rely —— 

Representative Honirmenp. You say that you are going to modify 
it. Are you going to reduce the TVA commitment in the Paducah 
contract 

Mr. Nicnots. We will have to state in the contract that in furnish- 
ing us power, it is on the conditions that this is replacement power, 
and we will have to arrange for billing arrangements whereby we pay 
for the Dixon- Yates power, and get a rebate on our Paducah contract. 

Representative Hotirrevp. For each kilowatt that you release from 
the Paducah contract, if you do release any, you are in effect obli- 
gating the Government to buy another kilowatt at a higher rate. 

Mr. Nicuors. That is right. What we would do is to make the 
whole deal as one deal, and this is, of course, subject to being accept- 
able to TVA in carrying out the ace that have been issued 
by the Bureau of the "Budget. And as I stated this morning, I think 
the simplest thing would be to just state that TVA takes power from 
Dixon- Yates in accordance with the terms of this particular contract, 
and that we will have a credit on our bill at Paducah for the amount 
of money which we pay to Dixon- Yates less taxes. 

The reason I want to make it that way is that then it is an incentive 
to TVA. Inrunning one of these power systems you have to be sure 
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that you juggle your loads as to how you operate, to where they will 
operate in the best interest of the Government as a whole. 

Representative Hoxirirecp. But the TVA did not ask for this 
arrangement. 

Mr. Nicnors. No, they did not. 

Representative Hourrrecp. Did the TVA concur ? 

Mr. Nicuors. I don’t say the AEC has asked for it, either. 

Representative Horireip. I know they have not. The TVA did 
not ask for it, nor did they concur in this arrangement ? 

Mr. Nicuors. I don’t know whether they have concurred. 

Re Pennants ative Houtrretp. We will ask them that question. 

Mr. Nicuors. I think you should ask them directly. 

De ecieamanine Houirteip. Did you not say that you had conferred 
with the TVA and FPC? 

Mr. Nicnors. Yes, we have conferred, and we have had meetings 
in Mr. Hughes’ office where Mr. Clapp and I were present. 

Representative Horrrmtp. As a result of those meetings, did you 
arrive at this figure of 3.685 ? 

Mr. Nicnors. What I stated this morning was that my technical 
staff, with my approval, agreed with the Bureau of the Budget, and 
Mr. Adams, that this 3.6 was a fair figure. I do not know whether 
TVA agrees with it or not. 

Representative Hotrrrmetp. We will ask them that question when 
they get on the stand. 

Mr. Nicnors. But my staff did indicate to me that their study- 
and there are several. When you figure one of these things there are 
a lot of controversial points. But the seople here indicated it looked 
like a reasonable estimate of what the increased cost is, and I so told 
Mr. Hughes that technically I bought this figure. 

Representative Hotirtep. The Dixon-Yates letter of April 10 says 
that in addition to fulfilling a defense purpose, related to AEC’s 
statutory purposes, their proposal would assist the Government, and 
I quote, “assist the Government in the solution of a broader overall 
problem.” 

Mr. Nicnors. They are getting into policy there. 

Representative Houtrretp. Does the AEC consider that it should 
be an instrument in the solution of overall problems ? 

Mr. Nicuois. The AEC—I think I express the view of the Com- 
mission. If I express the views of the Commission properly, and I 
will try to do that, I believe that Mr. Strauss and Mr. Campbell feel 
that they should look after the general interests of the United States, 
and they feel that this is a reasonable thing to do. Mr. Zuckert and 
Mr. Smyth read into the record this morning their feelings on the 
question, and they do not feel that this 

Representative Horirretp. Is Mr. Murray here this afternoon ? 

Mr. Murray. Yes, I am. 

Mr. Nicnors. They did indicate that they felt if the President direc- 
ted them, and then if the legal counsel told them it was legally O. K., 
they would carry out instructions. 

Now Mr. Murray, as I stated this morning, the only thing I know 
about his position for sure is that he wants to be very certain that we 
do not jeopardize our power supply, as that might jeopardize pro- 
duction. 
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Representative Honirtetp, At this time, I note Mr. Murray is in the 
room, and as these other gentlemen from the Commission have been 
placed upon the record, 1 suggest that Mr. Murray at this time be 
given the privilege of giving us his views on the Dixon- Yates contract. 

Chairman Core, I thought it would be better to wait until after 
you get through with your questioning, and then give Mr. Murray 
a chance to make his statement. 

Representative Houtrretp. That is all right. 

Chairman Core. I am sure we want to have his views. 

Mr. Murray, would you rather give them now, or would you 
rather wait? 

Mr. Murray. I would just as soon wait, or serve the pleasure of 
the committee. 

Chairman Cote. It would be helpful if we knew what you thought 
about it, so give them to us now. 

Mr. Nicwotrs. I should state that Mr. Murray has not had an 
opportunity to read the letter I received this morning from Mr. 
Hughes, or the one to Senator Saltonstall. 


STATEMENT OF THOMAS E. MURRAY, A MEMBER OF THE UNITED 
STATES ATOMIC ENERGY COMMISSION 


Mr. Murray. I think that what I may state might fall into the 
context of what has been presented here. I am very sorry that I was 
not here this morning at the hearings. I was in Detroit, and I was a 
little delayed getting back. I was trying to give some young graduates 
out at the University of Detroit some advice as I saw it. So I hope 
that I have not delayed this proceeding unduly. 

I was wondering whether I wouldn’t be privileged to say a few 
things at the beginning, because I think there have been a lot of things 
that have transpired here this morning. So I want the committee to 
know that, just for background purposes, I was raised in a world of 
private enterprise, and particularly in an atmosphere of private-power 
operations. 

With that background and knowledge, I came to the Atomic Energy 
Commission convinced that private enterprise was one of the essential 
elements in preserving our country’s free-enterprise system. So I have 
advocated, and still urge, that atomic energy should gradually but 
eventually be integrated into our private-enterprise system. 

This does not mean a disappearance of Government from the field 
of atomic energy, nor does it imply that a major transfer can be 
properly consummated in less than a decade. But initial steps should 
be taken that will reptaety bring private industry into a position 
to exercise a major role in the field of atomic energy. 

With that introduction, let me direct a few remarks to the E. E. I. 
operation, and what has been publicly characterized at the Ebasco 
fiasco, and it is quite a slogan. Unhappily, it was not conceived 
without some justification. 

I believe I was more instrumental in bringing E. E. I. into existence 
than any other person. 

Chairman Core. Let me understand you clearly. What was not 
conceived without some justification? The characterization? 

Mr. Murray. The characterization that it was a fiasco. There is no 
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need here to take time to build up that story. But if I am to take 
any major credit for the E. E. I., I should be willing, and I am, to bear 
some of the brunt of the criticism leveled at the E. E. I.’s activities 
at Joppa. And I also recognize that the E. E. I. structure was new 
to these private utility companies, and we must understand that the 
organization was put together in a rush, and that five separate utility 
systems were pooling part of their resources in an effort to demon- 
strate that it was saan to bring about a combination of companies, 
each one in itself not large enough to carry the entire load, but com- 
bined, capable of meeting the challenge. 

By the way, it was a real challenge to private power companies. 
As you know, it has set a pattern for other similar operations. 

But the sad part of this initial venture, at least in my humble opin- 
ion, was a failure on the part of those five participating private elec- 
tric companies to watch the Joppa job with the eye of the proverbial 
eagle. We all recognize that the Joppa operations ran into labor 
difficulties, and I suppose that that is putting it mildly. A more 
accurate statement is that E. E. I. encountered a cyclone of disastrous 
and inexcusable labor stoppages. That, of course, is old hat now, but 
I think in fairness to E. E. I. it had a great psychological effect on its 
organization and on the building of the Joppa plant. 

However, even bending over backward to be fair to E. E. I. as to 
the effect of the labor revolts in the Paducah area, not only at Joppa 
but at our own gaseous diffusion plants, putting everything one can 
into the balance in favor of E. E. I., one must admit the bald fact 
that the E. E. I. operation was found wanting. 

A section of private-power interests was given a fair opportunity 
to prove what it could do. All knew, everyone knew that an almost 
identical TVA program was underway across the river. Competi- 
tion was out in the open—competition as to time and competition as 
to dollars—and no one can escape the fact that TVA won the Paducah 
power contest. 

You might well ask: Has this changed my views about the overall 
picture of private versus public power? The answer, of course, is 
“No.” A breakdown in management such as happened within the 
E. E. I. is understandable. You notice I do not say “excusable.” I 
am not here to make excuses. 

Private power interests can learn a great lesson from Joppa, and 
I feel sure they will. The results at Joppa puts another hurdle in its 
way, but given time and other opportunities I am confident that 
private power interests can demonstrate its inherent capacity and 
fully justify its role in our own way of life to the satisfaction of the 
American people. 

There is only one other thing I would like to add, and that is that 
the Government—one advantage that the Government has reaped 
from the Joppa plant is that it now has a dual supply of electric- 
power requirements at Paducah. 

Being a little more specific—and I wrote these things down as I 
came back on the plane—— . 

Representative Horrrrerp. Before you leave that, may I ask you 
this question: Is it or is it not true that the increase in the original 
estimate of the Joppa plant of E, E. I. amounted to $58 million ? 

Mr. Morray. I am not able, Mr. Holifield, to quote the exact 
figure, but I have been told it is in about that neighborhood. 
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Representative Houirreip. I have a letter here, Mr. Chairman, 
which I would like to introduce into the record at this time, from Mr. 
Strauss, Chairman of the Commission, to Congressman Sidney Yates, 
dated May 19, 1954, in which Mr. Strauss says—and I might say 
Mr. Yates solicited this letter as a result of being on the Appropria- 
tions Committee handling this appropriation, that is, for the AK 
in which Mr. Strauss gives the following figures: 

Under the heading of “Increase in Plant Cost Over Original Esti- 
mate,” Joppa $58 million; with an “Estimated Increase in Annual 
Power Charges, for Changes in Cost of Facilities,” of $2,800,000 over 
the original estimate, annually. 

That the Ohio Valley Electric Corp. had an increase in plant cost 
of $32 million, with an estimated annual increase in charges, for 
power charges to the AEC, of $1,600,000. 

This total amounts to a $90 million increase in the estimated cost of 
these two plants, and an increased cost to the Government of $4,400,- 
000 annually for the 25-year term of the contract. 

T submit this for the record at this time. 

(The letter referred to follows :) 

ATOMIC ENERGY COMMISSION, 
Washington, D. C., May 19, 1954. 
Representative StipNey R. YATEs, 
House of Representatives. 

DEAR Mr. YATES: This will acknowledge your letter of April 12, 1954. We 
are pleased to have an opportunity to add information as to the status of AEC 
auditing of BE. FE. I. construction accounts. The audit we have just completed 
for the period of July 27, 1953, covers the construction expenditures during the 
time Ebasco was responsible for design, and construction. It covers the partial 
construction of the first four units of the Joppa plant. At the time construction 
by Ebasco was terminated, 2 of the 4 units had yet to be completed. 

Our audit indicates that with a few relatively minor exceptions, the costs 
incurred are considered properly chargeable to construction under the terms 
of our contract. The exceptions our auditors have noted pertain to payments 
of Ebasco home-office expenses, Ebasco fee, and the treatment of return on equity 
during the construction period. These exceutions will be reviewed by us with 
E. E. I. and adjustments or explanations made as may be found required, but we 
do not expect these adjustments will materially affect the total cost charged 
to construction for the period of the audit. 

The following table indicates the increase in estimates of cost of plants being 
constructed by E. E. I. and O. V. E. C. and the increase in annual power costs 
estimated to result directly from the construction-cost increases : 


Estimated increase 

| Increase in plant in annual pow- 

cost over origi- er charges, for 

nal estimate changes in cost 
of facilities 


$58, 000, 000 $2, 800, 000 
32, 000, 000 1, 600, 000 


90, 000, 000 4, 400, 000 








Payment for power will be based on actual construction costs as determined 
by audit as soon as practicable after completion of construction. The final 
Joppa unit is scheduled tc be completed in August 1955. Final OVEC unit is 
scheduled to be completed in June 1956. 

We trust this information is sufficient for your requirement. 

Sincerely yours, 


Lewis L. Strauss, Chairman. 
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Representative Hoxirrexp. In view of the figures, which have been 
sufficiently admitted by the Chairman of the Commission, in regard 
to costs in excess of the original estimate, we are faced with a third 
proposal by a third eleetrical group, which has been commonly called 
the Dixon-Yates group. And, Mr. Murray, the other four Commis- 
sioners have stated their position, either by proxy or in person, and 
would you care to state your position on the present pending Dixon- 
Yates contract? 

Mr. Murray. Mr. Holifield, as I view these negotiations, they 
amount to this: That if the Atomic Energy Commission enters into 
a contract with the Dixon-Yates group, we would not cancel, at least 
at the moment—and I just heard General Nichols say so—any TVA 
contracts, but would be negotiating for a bulk of power that is not 
needed by our present or projected production facilities. In other 
words, the Atomic Energy Commission would be used as a vehicle to 
supply the expanding needs of the Memphis area. 

Since our program is not advanced by these negotiations and the 
subsequent administration of this 25-year contract, I do not believe 
that it is desirable for the Atomic Energy Commission to perform 
a function that another agency of Government could perhaps more 
logically perform. 

Since, however, as I understand here today, there has been a direc- 
tive from the Bureau of the Budget, approved by the executive de- 
partment, we will of course proceed. 

However, as Mr. Nichols has told you, I have insisted right along 
through all of these negotiations that we must guard against anything 
that might jeopardize the ability of the Atomic Energy Commission 
to get the power needed to carry on its production activities. 

Representative Horirretp. You realize, Mr. Murray, that in plac- 
ing the Atomic Energy Commission into the middle of the public 
power versus private power fight, you are putting them in a position 
where this agency, which has heretofore been regarded as an Elantive 
agency and an agency whose primary purpose was the furtherance 
of our great atomic energy projects—that you will place them in a 
position in the eyes of Members of Congress who are vitally con- 
cerned with this controversial issue, as a participant, willingly or un- 
willingly, in this controversy between public and private power. 

Mr. Murray. I have not taken those things into consideration, 
Mr. Holifield. I don’t know what the results may be. 

Representative Horirretp. You do not feel that the best interests 
of the specific function of the Atomic Energy Agency is aided by 
being projected into this position, do you ? 

Mr. Morray. I never personally felt that the Atomic Energy Com- 
mission was an agency to negotiate contracts over and above their 
requirements for power. 

Representative DurHam. Mr. Murray, out of your broad experi- 
ence which you surely have had in this field of operation, and I agree 
with you that it has been my opihion that we should try to get this 
operation out of this socialized structure as fast as we could—but what 
is the difference in operating your TVA power which certainly the 
Government is operating at the present time, and guaranteeing a con- 
tract by private enterprise, by the Government at least backing it. 
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Whether we have anything in the Treasury or not, if we endorse a 
note it is still of value in New York I suppose, because they still accept 
them. They still buy the bonds at my bank, even though we are run- 
ning inthe red. But what is the difference? Are we going to get out 
of this socialized structure by guaranteeing contracts of private in- 
dividuals with a very nominal amount of their own money involved ¢ 

Where a man has only 5 percent to invest in a business enterprise | 
wouldn’t give him much consideration. That is what worries me 
about this whole proposition. I wonder as to the soundness of it. 

If you have arrived at some other different conclusion, I would like 
to have your comment on it. 

Mr. Murray. You have said a lot of things there, Mr. Durham. 

Representative Duruam. There is a lot to be said about this. 

Mr. Murray. It would take me I think quite a little while to analyze 
all of those things. 

Representative Duruam. What we are getting into is what worries 
me. 

Mr. Murray. Of course, you can get all kinds of ideas about costs 
and costs to the Government, and as Mr. Holifield has projected it is 
going to cost the Government millions and millions of dollars more in 
that phase of the thing. I think a great deal more study would have 
to be given to the individual figures than have been projected. 

Representative Duruam. Out of your broad experience, have you 
ever run across any such contract of guaranteeing by the Government 
to private enterprise such a contract as this before? Have we ever 
written any such contracts that you know of before ¢ 

Mr. Murray. You mean before the EEI contract ? 

Representative Durnam. Yes, have we ever gone into such con- 
tractual schemes before ? 

Mr. Murray. I have never had any other Government experience, 
Mr. Durham,, except the E. E. I. experience as far as Government 
versus private power is concerned. 

Representative Durnam. But you have a broad experience in power- 
company operations, and you know of them. 

Mr. Murray. I know of no instance where the private industry has 
been given guaranties of return to their investment in the past. 

Representative DurnHAm. They usually go out and build a plant and 
finance them through some banking means. 

Mr. Murray. But I don’t think that that is a good analogy, Mr. 
Durham, because we are asking private industry at Paducah, and in 
other places, to expand their facilities tremendously. 

Representative Duruam. Well, Mr. Murray, the proof is out there 
that the power is asked for and the power is needed and the power 
will be used. Doesn’t private enterprise always take a risk ? 

Mr. Murray. Yes. 

Representative Durnam. That is the basis of it, and now they are 
not taking any risk. 

Mr. Murray. You are referring particularly to the Dixon-Yates 
proposal now, and not to our Paducah or our Ohio operations? 

Representative Durnam. No; that is a different situation. 

Mr. Murray. That is a different situation, and I thought you were 
covering the whole gamut of the power operations. 


481841—54—pt. 2——_29 
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Representative Durnam. I am trying to get into my head the fact 
that this contract is a little bit unusual for a Government agency to 
go out and guarantee private enterprise almost with no risk capital 
and no risk of any kind. 

Mr. Murray. On a normal expansion of the power network of the 
country, I have had no such experience. 

Representative Durnuam. I don’t think private enterpise ever asked 
for it before. 

Mr. Murray. But it is when you get into the abnormal situations 
of expansion, that is when you must step in and give some guaranty, 
that would protect the private interests, 

Representative Duruam. Why does the abnormal thing come 
into it? 

Mr. Murray. Not necessarily a Memphis area, that is a normal 
expansion. 

enconniitutive Price. Would the gentleman yield? When you 
remove the element of risk for an investor, don’t you sort of take the 
project out of the field of private enterprise ¢ 

Mr. Murray. You do, you take it surely out of the field of com- 
pet ition. 

Representative Price. Now, Mr. Murray, is the authority for the 
management of the Atomic Energy Commission vested in the Com- 
mission or in the Budget Director 7 

Mr. Murray. I think it is vested in the Commission, of course. 

Representative Price. In this case it looks like it is vested in the 
Director of the Bureau of the Budget. You wouldn’t say that this 
was an act approved by the Atomic ‘E nergy Commission, would you? 

Mr. Murray. Well, let me answer you a little differently. I would 
say it is not an act initiated by the Atomic Energy Commission. It 
was initiated by the administration. We all know that. 

Representative Price. Would you say that it was in the interests 
of the atomic-energy program ? 

Mr. Murray. Welk, as I see it now, I can’t see that there is the 
advantage. This may be some national overall advantage that I do 
not at the moment conceive, but, as you know, we have a big job to 
do in the atomic energy business, and I did not or never felt that the 
administration of long-term contracts for areas such as the Memphis 
area ever came within our jurisdiction. 

Representative Prick. What is the nearest atomic energy installa- 
tion to West Memphis? 

Mr. Murray. I was never good at geography. 

Mr. Nicnors. Paducah. 

Representative Price. How many miles is that? 

Mr. Nicuors. It is 200 miles. 

Representative HouiFrevp. It is 250 river miles, is it not? 

Mr. Nicuots. That would be about right, with the twists and turns 
of the river. 

Representative Hotirrecp. The reason I bring that up, is that I 
understand that that does have an effect upon the price of coal, because 
the transportation is paid on river miles. 

Mr. Nicnors. That would be similar for both Fulton and West 
Memphis. 
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Representative Hotirrerp. Except at the Fulton plant it is 50 miles 
higher up on the river and therefore it would not be as much as the 
West Memphis plant, is that not true? 

Mr. Nicnots. It is closer. 

Mr. Houirrevp. Fifty river-miles, I bélieve. 

Now, Mr. Murray, back to this point where Mr. Durham was dis 
cussing it in regard to the 95 percent bonding-financing program of 
Dixon-Yates. Isn’t it true that conventional power plants are bonded 
on the basis of a 60-40 percent arrangement, rather than a 95-5 
percent ¢ 

Mr. Nicuors. | think that that is normal. 

Mr. Murray. | think it is. 

Representative Hoxtrteip. Therefore, the difference in bonding 
here must of necessity rest among other thinks upon the 25-year 
governmental contract, in order to make those bonds attractive. 

Mr. Morray. I assume so. 

Representative Hoxirireip. So it is the device of the 25-year con- 
tract which Congress gave to the Atomic Energy Commission to con- 
tract for its own facilities which is being used as an administrative 
(levice, to make possible the financing of a private utility plant at 
West Memphis, Ark., is it not? 

Mr. Murray. I think so. 

Representative Ho.irtetp. That is all I have at this time with Mr. 
Murray, and I would like to return and ask some questions of General 
Nichols. 

Thank you, Mr. Murray. 

Chairman Corr. Could I interrupt a moment. Obviously we are 
not going to be able to get through today, and it is going to be neces- 
sary to run on either tomorrow or Mond: uy. Since Mr. Nichols is here 
in Washingtn all of the time, I wonder if it wouldn’t be best to ask 
him to step aside, and call on the TVA representatives, or representa- 
tives who have come here to appear today. 

Representative Hortrrevp. I think it would be the fair thing to the 
TVA people. 

Mr. Nicuors. Could I correct one item on one thing we said this 
morning? It is in regard to some of the questions Mr. Holifield asked 
me this morning. I agreed to the idea it was 15-cent coal in the 
vicinity of Knoxville, and Mr. Cook finds when he checked at lunch 
time that it is around 19 cents. 

Representative Hoxtritetp. I want to revise my figures on that and 
my figure happens to be a little different from yours. I think I will 
revise it by asking the representatives from the TVA as to what their 
coal costs. I understand it is 17 plus. 

Mr. Nicuors. These figures vary from month to month. 

Chairman Coir. Who is here representing the Tennessee Valley 
Authority ¢ 


STATEMENTS OF G. 0. WESSENAUER, MANAGER OF POWER, TEN- 


NESSEE VALLEY AUTHORITY; AND R. A. KAMPMEIER, ASSIST- 
ANT MANAGER OF POWER, TENNESSEE VALLEY AUTHORITY 


Chairman Coxe. Give us your full name, and what authority you 
have to speak for the TVA, and what your positions are. 
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Mr. Wessenaver. My name is G. O. Wessenauer, and I am Man- 
ager of Power for the Tennessee Valley Authority. I have with me on 
my right Mr. R. A. Kampmeier, who is Assistant Manager of Power 
for the Tennessee Valley Authority. 

Chairman Corte. Do you have a statement, Mr. Wessenauer, or do 
you plan to speak exte mporaneously, or only answer questions ¢ 

Mr. Wessenaver. Sir, we are here at the request of the committee 
and I presume it is to answer questions which members of the com- 
mittee may have with respect to matters which are before it. 

Chairman Coxe. I see the invitation is extended in my name and 
since I don’t have any questions, I will provide you with a person who 
does have some. 

Representative Hovirterp. Thank you, Mr. Chairman. 

Mr. Wessenauer, you were in the room when I directed some ques- 
tions to Mr. Nichols, which I said I would later direct to you. 

Mr. Wessenaver. Yes, sir. 

Representative Hotirietp. Would you care to answer those ques- 
tions ¢ 

Mr. Wessenaver. It would be helpful if you would identify them 
for me. 

Chairman Coir. Mr. Wessenauer, I want to be sure that we do not 
misunderstand the extent of your authority to speak in the name of 
the TVA. 

Are you authorized to appear here today and represent TVA ? 

Mr. Wessenaver. Yes, sir; however, I would like to say, Mr. Chair- 
man, that the letters which were delivered this morning, and read into 
the record here, and letters relating to the same matter which were 
directed to TVA, were received in. our Washington office only this 
morning. Therefore, the members of the Board of Directors of TVA 
have not had an opportunity to read those letters, or to give me any 
instructions with respect to them. However, I am familiar with the 
TVA power operations, and members of my staff participated with 
others in some of the analyses which were made with the Atomic 
Energy Commission, and representatives of the Federal Power Com- 
mission and the Bureau of the Budget referred to this morning. 

I have authority to speak with respect to those analyses. 

Perhaps it might help, Mr. Chairman, if I would read into the record 
the letter which we received this morning from the Bureau of the 
Budget with respect to this matter, which relates to the letters which 
Mr. Nichols read. 

Chairman Corr. They are not identical ? 

Mr. Wessenaver. No, sir. This is a letter addressed to Mr. Curtis, 
Vice Chairman of the Board of Directors of TVA. 

My Dear Mr. Curtis: I wish to thank the Tennessee Valley Authority for the 
assistance it has given the Bureau of the Budget and the Atomic Energy Com- 
mission in making a thorough analysis of the revised proposal of Mr. E. H. 
Dixon, president of Middle South Utilities, Inc., and Mr. E. A. Yates, chairman of 
the board, the Southern Co., as well as for the help given in the review of the 
proposal made by the Walter von Tresckow group, to supply power to the 
Atomic Energy Commission. Since my discussion of April 22, 1954, with Mr. 
Gordon Clapp, former chairman of the Tennessee Valley Authority, and Mr. K. D. 
Nichols, General Manager of the Atomic Energy Commission, careful considera- 
tion has been given to all aspects of these proposals from the standpoint of the 
Government as a whole, taking fully into account the views of the Atomic Energy 
Commission and the Tennessee Valley Authority, as well as the proposal for 
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Federal construction of additional generating units by the Tennessee Valley 
Authority. 

At the President's request, instructions have been given the Atomic Energy 
Commission to proceed with negotiations with the sponsors of the proposal 
made by Messrs. Dixon and Yates, with a view to signing a definite contract on 
a basis generally within the terms of the proposal. He has also requested that 
instructions be given the Tennessee Valley Authority and the Atomic Energy 
Commission to work out the necessary contractual, operational, and administra- 
tive arrangements between the two agencies so that operations under the 
contract between AEC and the sponsors will be carried on in the most economical 
and efficient manner from the standpoint of the Government as a whole. It 
should be noted that TVA will be expected to bear all costs necessary to receive 
the contract power at contract delivery points and all other costs in connection 
with its distribution throughout the TVA transmission system, and that AEC 
will bear all local, State, and Federal taxes payable under the terms of the 
contract by the Government. It is understood, also, that AEC will maintain in 
force its full contract with TVA at Paducah. I am attaching 2 copy of my letter 
to Chairman Strauss of the Atomic Energy Commission, which gives further 
particulars. 

Under this proposal the AEC will secure 600,000 kilowatts of firm power by 
the end of calendar year 1957. This arrangement, which would make available 
an equivalent amount of power to TVA, will more than provide, with appropriate 
operating reserves, for growth in industrial, municipal, and cooperative power 
loads through the calendar year 1957 as estimated in the 1955 budget. Accord- 
ingly, no appropriations for the construction by TVA of additional steam-electric 
generating capacity to meet these requirements will be necessary for the fiscal 
year 1955. Provision for meeting normal load growth beyond 1957 will be con- 
sidered in connection with the 1956 budget. 

Sincerely yours, 


RowLaNnD HvueGues, Director. 


Chairman Coie. Might I interrupt for a moment. Senator Me- 


Clellan has come in the room and I assured him we would afford him 
aun opportunity to give expression to his views at a meeting this 
afternoon. So we will suspend with you for a moment to welcome 
Senator McClellan. 


STATEMENT OF HON. JOHN L. McCLELLAN, A UNITED STATES 
SENATOR FROM THE STATE OF ARKANSAS 


Senator McCuietian. Thank you, Mr. Chairman. 

I shall be brief. I appreciate the opportunity of discussing my 
views with you relative to the matter pending before you. First, 
may I say that I have not been privileged to be present and hear the 
discussion thus far or the testimony that may have been given. I am 
not acquainted with the details of the proposal submitted by the 
Middle South Utilities and the Southern Co. I believe those are the 
two; is that correct ? 

Mr. Wessenaver. That is correct. 

Senator McC.Letian. I am therefore not qualified to pass on their 
proposal, as to its merits. That is as against any other proposal that 
may be pending. I shall have to defer to your judgment with respect 
to that, and the judgment of those in the administration who have the 
authority and the responsibility for making such a contract. 

I wish, Mr. Chairman, to add ess myself to what I conceive to be 
a basic policy issue that is involved here. That is whether the Fed- 
eral Government shall now continue to provide electricity by steam 
generation in the TVA area to the exclusion of all other areas in 
the country. 





1010 AMEND ATOMIC ENERGY ACT OF 1946 


I have supported the TVA from its incipiency, at least all during 
the time that I have been a Member of the Congress. 

I have supported every appropriation requested thus far for steam 
plants in that area, to firm up the hydroelectric power that was gen 
erated by reason of the improvements made in the valley. 

As I understand it, Mr. Chairman, we have now reached the point 
where there is no more hydroelectric power in that development to be 
firmed up, or at least substantially so. I think that that is correct. 
In other words, Mr. Chairman, the valley, the TVA has carried out 
its initial purpose in developing the resources of that valley in accord- 
ance with laws the Congress has enacted. 

Now I think that you have a proposal that the Federal Government 
continue to develop power in that area, not for the purpose of firming 
up hydroelectric power, but in order to meet demands for additional 
power in that area, and to enable the TVA to carry out a contract that 
it has made to furnish power to the Atomic Ener gy Commission. 

Mr. Chairman, this area has been fully developed. Its water re- 
sources, and its potential, and its hydroelectric-power potential have 
been developed at Government expense, with taxpayers’ money. It 
is the only area in the Nation so far as I know that has been so fully 
developed by Federal expenditures. There are many areas in this 
Nation, in this country, excluding the area in which my own State is 
located, that have not had the full advantages of generous appropria- 
tions for the development of the natural resources in the valleys in 
Arkansas, and in the Southwest generally. I am sure that that is true 
in other areas of the country. 

Mr. Chairman, there is great need for this development in other 
sections, just as there was in the development in the TVA. Now we 
have reached the crossroads on this policy. Are we to continue to 
pour out millions and millions of dollars in this area to build it up 
beyond its natural potentials while the rest of the country suffers and 
waits? Are we to show that favoritism ? 

I have gone along with this project. Are we to make it a national 
policy that the Government provide aJl power in any area, or is it 
just to be in the TVA area? Is the Tennessee Valley all that is to be 
developed by the Federal Government? If we can justify Federal 
Government building of steam powerplants of the magnitude in- 
volved here in the TVA area, simply to enable that area to meet power 
demands that may be made upon it or to supply markets within access 
to it, then, Mr. Chairman, we should make it a national policy for the 
Federal Government to build the power installations anywhere in the 
country where they are needed and where there is a demand and a 
market for power. 

You have private enterprise offering to do this job. Private enter- 
prise is willing. As I said, I do not know the details of the contracts. 
ie certainly there is some measure of competition in these proposals. 

I don’t know how many you have had. But you at least have 1 inter- 
est, 1 private interest willing and ready to make the investment neces- 
sary to provide this power. Unless we are to have an overall public 
power policy throughout the country with the full responsibility 
upon the Federal Government to provide the power facilities and 
generating plants necessary to meet demands everywhere in the 
country, then it does seem to me that it would be a discrimination 
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against all other sections of the country, after we have fully and com- 
pletely developed at Federal expense all of the hydroelectric-power 
potentials in the TVA, notwithstanding the demands in other areas, 
notwithstanding the shortage of power in other taxpaying sections of 
the country, we are going to continue to pour the Federal money into 
this one area, TVA. 

Our program in my section has been tremendously retarded, it has 
been handicapped by reason of the demands that are upon our Federal 
Government today in the way of rearmament, and by reason of 2 
wars since I have been in the Senate. Our program has lagged be- 
hind, and we have sacrificed. We have been compelled to sacrifice. 
We have been compelled to wait and to defer many, many worthy 
projects in my area, 

Now are we to be compelled to defer them longer, and all other 
sections of the country are going to be compelled to defer their pro- 
gram longer while we pour money back here to build this area beyond 
its natural potential? I don’t agree with that policy. I have sup- 
ported these hydroelectric dams in every section of the country. I 
think that I have been one of the leaders here in Congress in the devel- 
opment of our water resources. But I do not and I cannot find it con- 
sistent with justice or fairness to pour another one-hundred-and-some- 
odd million dollars into the TV A area over and above and beyond its 
natural potentials while we leave the natural resource potentials of 
other sections of the country undeveloped. 

I believe, Mr. Chairman, if you do have private enterprise, making 
an offer that is reasonable, just, and fair to the Government with re- 
spect to terms and rates, that we should permit private enterprise 
to build this project and provide the additional electricity that may 
be needed for this Government installation. 

I have stated my position, and I shall continue to support the 
overall program of developing our natural resources and our hydro- 
electric power resources. I am enthusiastic about it in fact. I am 
unhappy because the money situation is so tight today that in my own 
area we are having to defer a number of worthy and worthwhile and 
ineritorious projec ts because of the fiscal situation in our Government, 
and I should like to see, at least this $100 million or $100 million 
plus that is proposed to be spent here, and that you are urged to 
spend out of taxpayers’ money—I would like to see some of it go now 
to other sections of the country until we can in some measure bring 
up their development comparable to that of TVA. That is fair, and 
it is right, and it isthe American way to do it. 

Thank you, Mr. Chairman. 

Chairman Coir. Thank you. 

Mr. Holifield, you will proceed. 


STATEMENTS OF G. 0. WESSENAUER, MANAGER OF POWER, TEN- 
NESSEE VALLEY AUTHORITY; AND R. A. KAMPMEIER, ASSIST- 
ANT MANAGER OF POWER, TENNESSEE VALLEY AUTHORITY— 
Resumed 


Representative Price. Could I ask a few questions before Mr. Holli- 
field gets started? I just have a few more and I want to tie down 
this fact. 
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What geographic area would the power produced at this new plant 
provide and what would it serve? 

Mr. Wessenaver. The Tennessee Valley Authority system extends 
over most of the State of Tennessee, parts of Kentucky, Alabama, 
Mississippi, Georgia, North Carolina, and Virginia. 

Representative Pricer. The power generated at this specific plant 
would go into the entire system ? 

Mr. Wessenaver. Yes, sir. 

Representative Price, Wouldn't that be channeled into any limited 
area ¢ 

Mr. Wessenaver. Well, the reason the Tennessee Valley Authority 
recommended the Fulton plant as the next addition to the system, the 
Fulton plant site being located just north of Memphis, was because in 
considering the supply against requirements, we try to keep in each 
section within the overall area a balance of supply with the demand. 

Representative Prick. Who would the consumers be for the power 
generated at the West Memphis plant ? 

Mr. Wessenaver. Well, now, that is a different question. 

Representative Pricer. Well, I think it ties in, and we want to find 
out who is going to take the power that is generated at this plant that 
we are talking about. 

Mr. Wessenaver. As I understand the genesis of it, last fall the 
TVA recommended to the Bureau of the Budget that additional 
capacity be provided on its system, including a plant at Fulton. In 
lieu thereof 

Representative Prick. Now, this West Memphis plant is not the 
Fulton plant, it is a different plant ? 

Mr. Wessenaver. No, sir: it is not the Fulton plant. The Presi- 
dent’s budget message contained the statement that arrangements 
would be made to reduce the existing commitments of the Tennessee 
Valley Authority to the Atomic Energy Commission by 500,000 to 
600,000 kilowatts. This would release the equivalent amount of Ten 
nessee Valley Authority generating capacity to meet increased load 
requirements of other consumers on the power system, and at the same 
time eliminate the need for appropriating funds from the Treasury 
to finance additional generating units of that total capacity. 

In the event that negotiations for furnishing that amount of power 
to the Atomic Energy Commission from other sources were not con- 
summated, as contemplated, or new defense loads developed, the ques- 
tion of starting additional generating units by the Tennessee Valley 
Authority would be reconsidered. 

The President contemplated at that time that the AEC would find 
another supplier for 500,000 to 600,000 kilowatts which TVA is now 
committed to supply to it at Paducah. The released power would bt 
available to the TVA to use on its system to serve other loads. So 
that would indicate that the consumer of the power from this West 
Memphis plant was to be the Atomic Energy Commission. 

Representative Price. Actually, though, is that a fact? 

Mr. Wessenaver. Well, the letters which we have had today leaves 
that question a little obscure to me. 

Representative Price. For instance, if the Union Electric builds a 
plant in the city of St. Louis, a local powerplant, the power generated 
there goes to supply the city of St. Louis. Where would the } power go 
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from the West Memphis plant, and what would it supply and what 
area ¢ 

Mr. Wessenaver. It would come into the TVA system at the 
Memphis area, and some of it would be used in the Memphis area but 
it would be available throughout the system, because as the loads—— 
Representative Price. How much of it would be used in the Memphis 
area ¢ 

Mr. Wessenaver. Our present peak loads in the Memphis area are 
something under 300,000 kilowatts. 

Representative Price. Is there a need for an additional plant in the 
Memphis area now ? 

Mr. Wessenaver. We anticipate that the growth of the load between 
now and 1957 would be some 200,000 kilowatts. That was one of the 
reasons Why we were proposing that the Fulton plant be built to fur- 
nish part of that increasing requirement which will occur between 
now and the time the plant could be built. 

Chairman Coir. What would be your consumption in that area when 
the plant is built? It isn’t quite an accurate picture to givé consump- 
tion there today. But what would it be there when the plant is com- 
pleted ? 

Mr. Wessenaver. It will be around 500,000 kilowatts. The reason 
I gave the increase is that at the present moment we are delivering 
power to the Memphis area from our Pickwick plant and our Johnson- 
ville plant. I wanted to explain that it is a system problem, because 
at present power is going into the Memphis area and when the Fulton 
plant would be in service, part of the time much of the power would 
come East, where now power is flowing West. One cannot say that 
the power is going to be limited to a certain area as long as it is 
being fed into the system. 

Representative Duruam. But the fact remains that there is going 
to be 500,000 kilowatts there by the Memphis area, which is private 
individuals entirely. That is regardless of whether you are in it or 
whether you are not in it. It is coming out of yours now, and you are 
servicing the Memphis area are you not, at the present time‘ 

Mr. Wessenaver. Yes, sir. 

Representative Durnam. And this entire production, which they 
are asking for would be consumed in the Memphis area ¢ 

Mr. Wessenaver. Well, that would not be correct, for this reason, 
the load of the eity-—— 

Representative Durnam. I don’t mean that you are going to take if 
off the wire and put every bit of it in there, I know how that operates; 
but the fact remains that 500,000 kilowatt hours will be consumed in 
the Memphis area, at the present time, which has no connection what- 
ever with Oak Ridge or the production of fissionable material. 

Mr. Wessenaver. Sir, if 1 may take a moment to complete the pic- 
ture. The load in the Memphis area is a variable load. Where the 
peak load during some hours of the day will be in the neighborhood 
of 250,000 kilowatts, its load at night will be nearer 125,000 kilowatts, 
So that a plant which would feed say 250,000 kilowatts into the system 
around the clock could not be utilized in the Memphis area, some of 
it has to go at other hours into the system. ; en 

Representative Price. Who first proposed the construction of this 
plant at West Memphis? Did TVA originate the idea? 
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Mr. Wessenauer. No, sir. The suggestion must come from the— 
I don’t know the answer to that, the Dixon-Yates proposal contem- 
plated building a plant at West Memphis. 

Representative Price. The AEC said they didn’t do it and the TVA 
said they did, and what agency of Government proposed the construc- 
tion of this plant at West Memphis? It was to involve the Govern- 

ment in the way it is involved now. 

Representative Durnam. How did you get the AEC there? 

Mr. Wessenavuer. The idea that the Atomic Energy Commission 
would get power from another source, I believe originated in the 
Bureau of the Budget. As to the specific location at West Me mphis 
I don’t know that any agency of the Government made that suggestion, 
and I assume—— 

Representative Duruam. When did the Bureau of the Budget go 
into the power business? That is a new one on me. 

Chairman Cote. I understood they were trying to get out of the 
power business and not try to get into it. 

Representative Duruam. It ‘looks like they are getting into it. 

Representative Price. Would you say that the consumers in the 
Mepmphis area would get the greater amount of power generation, 
generated from this plant g 

Mr. Wessenaver. The natural tendency with a source of supply 
that close to Memphis would er that a lot of those kilowatt hours 
would go into the Memphis area; yes, sir. 

Representative Pricer. ow: ‘oath of it would go directly to an 
atomic energy installation ? 

Mr. Wessenaver. We have no way of identifying the kilowatt- 
hours once they are put on the system, unless we have a separate line 
from the generator to a point of use, not connected with the system 
in any way. There is no such line, and therefore I can’t tell you, sir. 

Representative Duruam. It is like the egg and the chicken, we 
don’t know which one comes first. 

Representative Hotirrmerp. Pursuing that line of thought, Mr. 
Wessenauer, your request for the original appropriation for the Ful- 
ton steam plant was based on the projected needs of the southwest 
TVA grid area, up until what year? 

Mr. Wessenaver. The request, Mr. Congressman, was based upon 
the increasing needs of the whole area served by the TVA. In other 
words, the way we go about it is to project ahead what we estimate 
the needs will be of the various consumers served from the TVA 
system. The extent to which the increased needs may be over and 
above the capacity of the system to supply, determines the amount of 

capacity that should be provided. 

The next question then is where should that capacity be provided. 
That is an engineering question, and sites are considered in relation 
to nearness to fuel, adequacy of cooling water, and location on the 
transmission system since we want to minimize expenditures we would 
have to make for additional transmission facilities. 

In planning our system, for power needs which we anticipated in 
1957, our recommendation was that we should have some additional 
capacity in the Memphis area. For that reason the Fulton plant 
was included in the TVA’s proposal to the Bureau of the Budget 
along with capacity at other locations. 
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Representative DurHAam. For what use? 

Mr. WessENAvER. For purposes of supplying the general load of 
the Tennessee Valley area. 

Representative Hortrrecp. Not for defense plants specifically. It 
was bor commercial, industrial, and residential use, was it not? 

Mr. WesseNaveR. Our proposal was for the purpose of supplying 
any increase in powerload that might occur. 

Representative Honirretp. At this time you could only project com- 
mercial, residential, and industrial uses ? 

Mr. WessEeNaveER. No, sir; generally our projections make allow- 
ance for defense loads that might develop in the future. If one doesn‘t 
anticipate the possibility of such developing, then the defense user 
would find himself with a power supply not provided as early as it 
may be needed. 

Representative Hotirtetp. That is true, but would it be a fair ques 
tion if I asked you if the large percentage of your projected load 
was based on nondefense needs. 

Mr. Wessenavrr. That is correct. 

Chairman Corr. May I ask you to suspend for a moment ? 

As you know, the committee has scheduled hearings at Hanford and 
those of us who are going must leave now and I have asked Mr. 
Jenkins who is on his way over, to preside. In the meantime, Mr. 
Durham will take over. I am sure that I can feel I can leave the 
committee in Mr. Durhams’s hands who is always so impartial, even 
though the only members in attendance at the moment are members 
of the minority. 

In case this inquiry is not completed today, which obviously it will 
not be, I suggest that you meet again tomorrow morning at 10 o’clock, 
and at this moment I am going to exercise the prerogative of desig- 
nating the whole committee as a subcommittee to carry out the re- 
quired hearing tomorrow morning and that will mean that we will 
comply with quorum requirements. 

May I leave with hope that the hearings are completed by my re- 
turn. 

Representative Hotirmip. Mr. Chairman, we will endeavor to 
carry on in your absence just as though you were present, and with 
the same degree of decorum and pertinency on questions, if we can. 

I wanted to explore for the record, several different points. I think 
that I will try to take up 1 or 2 questions which I asked Mr. Nichols. 
First I would like to clear up this cost of the coal situation. I will 
start first by asking you what is the present cost of your coal per mil- 
lion B. t. u.’s at your Shawnee plant. 

Mr. Wessenaver. I will ask Mr. Kampmeier, who handles our coal 
purchasing, to answer those questions. 

Mr. Kampmeter. I would say as an estimate that right now our 
average cost per million B. t. u. at our Shawnee plant is around 1614 
cents. It is going down and therefore I hesitate to say exactly what 
it is, as of a given month, but I think that that is a pretty close esti- 
mate. 

Representative Hoxirrevp. Is that an average cost to you, over a 
period of time, or is it a lower cost? Or a higher cost? 
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Mr. Kamremetrer. That is an average cost to us now under all of the 
contracts we are presently using to buy coal, including long and short 
term contracts. 

Now, the fact that some of those contracts are expiring—that some 
of the higher cost contracts are expiring and are being replaced with 
lower cost contracts, means that we expect the average cost to be some- 
what lower in the near future. 

Representative Houtrieip. I believe I have a letter here dated June 
3, In response to an inquiry of mine to Mr. Wessenauer, in which he 


says— 


Our latest experience in coal procurement indicates that with present mine-wage 
scales, fuel costs at Shawnee will fall to about 15.5 cents per million B. t. u. We 
therefore estimate that for comparative purposes AEC’s cost for normal power, 
bracket 98 percent load factor from the TVA Shawnee plant will approximate 
3.48 mills per kilowatt hour. 


Mr. Kamemeter. There is no occasion to change those figures. The 
trend of our coal cost is downward, and it should reach about 1514 in 
the relatively near future, and on that basis 3.48 mills would be the 
approximate cost of the energy. 

Representative Hotirretp. Mr. Wessenauer, you will recognize that 
as an excerpt from your letter. 

Mr. Wessenaver. Yes, sir. 

Representative Horirrecp. At this time I ask permission that the 
whole letter go into the record so that it will receive fair attention at 
all points of it. 

Representative Durnam. Without objection, it will be inserted. 

(The letter referred to follows :) 

Apri 1, 1954. 
Mr. S. R. SAptrie, 
Vanager, Oak Ridge Operations, 
United States Atomic Energy Commission, 
Oak Ridge, Tenn. 

Dear Sam: It continues to be a matter of regret to us to be unable to respond 
to the request in your letter of February 26, 1954, for a proposal to supply 
the additional power needed at Oak Ridge. As you know, the restrictions 
that were placed upon TVA in the President’s 1955 budget request to the Con- 
gres make it necessary to obtain Bureau of the Budget approval of expansion 
of our generating capacity before we will be in a position to state a basis for 
providing the additional power you need. 

On Mareh 1, we wrote the Bureau of the Budget that we had been asked 
to supply from 180,000 to 200,000 kilowatts of additional power at Oak Ridge 
and that the full amount would be required as soon after July 1956 as possible. 
We also pointed out the urgent need for determining whether we are to con- 
tinue to supply the full amount of power covered by our Paducah contracts 
or whether another supplier will furnish 500,000 to 600,000 kilowatts of that 
load as contemplated in the President’s budget message. At a meeting on 
March 3, at which representatives of AEC were present, the Bureau of the 
Budget indicated that they wish to find the answer to the Paducah question 
before approving any steps to provide the additional power needed at Oak 
Ridge. 

We know of no way to supply your needs without new generating capacity 
being built. Such a program should be started as promptly as possible. The 
capacity we are now installing is hardly adequate to meet the needs we faced 
before your increased requirements at Oak Ridge took shape. The policy which 
the Bureau of the Budget established in determining our budget for 1955 is 
that if a satisfactory substitute source is not found for part of the Paducah 
power or if additional power from us is required by Federal agencies over 
and above the amounts now under contract, steps will be taken to initiate 
expansion of TVA’s generating capacity. We trust these steps will not be 
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delayed much longer. We informed the Bureau of the Budget in our letter 
of March 1 that upon its approval of the necessary expansion af eur capacity, 
we will be prepared to advise you promptly as to the basis on which we could 
supply the additional power you need at Oak Ridge. 
Very truly yours, 
TENNESSEE VALLEY AUTHORITY, 
G. O. WESSENAUER, 
Manager of Power. 

Representative Hotirm.tp. Now, what is the Joppa plant paying 
for coal across the river at the present time. Do you h: ‘aa n to know ¢ 

Mr. Kampmeter. I think we are fairly well informed about it, but 
you might prefer to direct your question to AEC. 

Representative Hortrretp. Does the AEC have the figure in view 
of the fact that the rate is based upon the figure for coal at the Joppa 
plant at this time? 

Mr. Coox. Right now the energy from EET is based on 191% cents 
and from TVA on 1714-cent fuel. 

Representative Hotirierp. That shows a difference of 3 cents be- 
tween the TVA cost and the Electrical Energy cost, right across the 
river ? 

Mr. Kamemeter. That is correct. 

Mr. Cook. May I add to that statement, sir, that at the present time 
the coal being purchased by EEI is a high-grade washed coal, and 
the reason for that is that they have encountered some diffic ulty in 
slagging in the boilers and there is a reduction in the capacity of the 
boilers and we find we can get more energy out of the plant by using 

higher grade coal, and that is cheaper than transporting interim 
power to Paducah from other sources. 

The Combustion Engineering Co. which manufactured the boilers 
are now revising the boilers, so that we can get the designed heat rate 
out of the boilers and as soon as that work is completed we will be 
able to buy a lower cost coal. 

Representative Hotirreip. But the comparison of 1914 cents, and 
1614 cents per million B. t. u. produced is a factual comparison at 
this time. 

Mr. Coox. As to costs; yes. 

Representative Hortrrevp. Now, can you tell me or give me a little 
information in regard to the figure of $3,685,000 per year extra cost 
which General Nichols testified to this morning, that it would cost 
the Government that much more than the rates paid at the Paducah 
plant for power. Did you sit in with the Federal Power Commis- 
sion and the AEC and possibly others, and if so what others, on the 
arrival at that figure ? 

Mr. Wessenaver. Yes; at the request of the Bureau of the Budget, 
our staff participated in the analysis which was made together with 
the staff of the Atomic Energy Commission, and I believe Mr. Frank 
Adams, of the Federal Power Commission, whom I understand was 
there at the request of the Bureau of the Budget as a technician. 

Representative Horirietp. Were there any other Government 
agencies that sat in on that conference, did the General Accounting 
Office sit in on that ? 

Mr. Wessenaver. Not at the sessions we were at. 

Representative Horrrtetp. May I ask this question: Did you agree 
with that figure of $3,685,000 per year? 

Mr. WesseNAUER. No, sir; our own appraisal 
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Representative Hotirimip. Just a minute, I will ask you about that, 
and I want to clear up one more point: Now, is the figure of $285,000 
annual increase as a result of the potential over construction cost of 9 
percent, and the Government’s contribution thereto—is that $285,000 
annual increase included in the $3,685,000 ? 

Mr. WessenAver. No; it is not. 

Representative Hoxirre tp. Then, if that increase in construction 
does occur as written into the contract, that would bring the annual 
cost up to $3,970,000 more for the 25-year period ? 

Mr. Wessenavuer. That would depend, sir. The analysis was made, 
by the group on the basis that the costs of construction would be the 
same, or nearly so in either alternative. Now, if one assumes that the 
cost of the West Memphis plant should be up by the 9 percent, and not 
in the alternative, the addition of $285,000 would be valid. But we 
tried to make the comparison on the basis of the cost of construction 
being the same at the two locations, 

Representative Horirmip. That would envisage an equal increase in 
cost to both the TV A and the Dixon-Y ates people? 

Mr. Wessenaver. That is right, sir. 

Representative Hotirre.p. But if that cost did not occur to the TVA, 
and if TVA were able to hold down its costs, comparative costs to the 
Dixon- Yates people as it did in the Joppa-Shawnee competition, then 
that would not occur. The total cost of $3,970,000 per year would oc- 
cur, would it not? 

Mr. Wessenaver. If the Dixon-Yates plant should cost more and 
the TVA plant should not, there would be this additional $285,000 on 
the differential. 

Representative Hotirreitp.*Now, in the Electrical Energy, Inc., 
schedule and the TVA Shawnee schedule, I would like to ask you some 
questions. When did the Electric Energy, Inc., group schedule the 
completion of that plant for, what date? 

Mr. Wessenaver. I believe the first unit was scheduled to be com- 
pleted either in September or October of 1952. 

Representative Hotirretp. And when was it completed ? 

Mr. KAmrmeter. I believe testimony was given before the House 
that it was completed in late June of 1953, but I would like to check 
that. Yes, June 27, 1953. . 

Representative Hotirretp. That would show that they were 9 
months behind schedule, would it not? 

Mr. Kampmerer. Yes. 

Representative Horirrerp. When did the TVA schedule their first 
unit to go into operation ? 

Mr. Kampmeter. December 1, 1952. 

Representative Hoxirretp. When did it go into operation ? 

Mr. Kamrpmeter. April 9, 1953. 

Representative Hottrretp. So that you were 4 months late? 

Mr. Kampemerer. Yes, sir. 

Representative Horirrevp. In that operation, but you were 5 months 
then ahead in your schedule between your completion date and the 
E. E. 1. 

Mr. Kampmerer. We came 5 months nearer meeting our schedule 
than they did, I think that is correct. 
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Representative Houirretp. And you were two and a half months or 
you were in operation two and a half months prior to their first oper- 
ation ? 

Mr. Kampmeter. Yes, sir. We had two units running before their 
first unit went into operation. 

Representative Hoxrrmip. And the cost of kilowatt installed ca. 
pacity was how much in the Shawnee plant ? 

Mr. WessenAvER. We are estimating that the completed Shawnee 
plant will cost less than $145 per kilowatt. 

Representative Ho.itrretp. What was your estimate? 

Mr. WessENAvER. Our estimate was $145 or a little more than that, 
and present indications are we will beat $145. 

Representative Horirretp. You did complete then at a cheaper cost 
than your estimate ¢ 

Mr. Wessenaver. Well, sir, we have not completed in the Shawnee 
plant because we are still adding six additional units. 

Representative Durnam. What jis the average? 

Mr. Wessenaver. Our average cost will be a little under $145 a 
kilowatt; based on our estimate to complete as we have it now. 

Representative Hourrretp. And the estimate of cost, the original 
estimate of cost for the E. E. I. was how much a kilowatt installed ? 

Mr. WesseNaver. I believe you gave the figures earlier today. 

Representative Hoxirrenp. I am asking because I want to know if 
those figures are correct. I have them here in the Engineering News 
if you want to refer to them. 

fr. KAmpmeter. Well, necessarily on some of this, where we are 
referring to figures for the Joppa plant, we are relying on other fig- 
ures, but. according to the testimony given before the House—— 

Representative Horirrmetp. Before the House Appropriations Com- 
mittee ? 

Mr. Kampmeter. The House Appropriations Committee. 

Representative Honirretp. By whom! 

Mr. Kamrpmeter. By Mr. Cook of AEC, who is here and may pre- 
fer to speak for himself. 

Representative Horirretp. If you have the testimony there, you 
can go ahead and give it, and Mr. Cook can indicate whether it is cor- 
rect or not. 

Mr. Kampmeter. I hope Mr. Cook will correct me if I am wrong. 
My reading of the record was that the plant was now expected to cost 
about $196 per kilowatt and that represented an increase over the 
original estimate of $58 million. I don’t know exactly what that 
meant that the original estimate per kilowatt was and perhaps Mr. 
Cook has that. 

Mr. Coox. On the first four units, it was based on $140 for plant 
and transmission, including working capital, on an estimated cost, es- 
timated cost that is of $90 million. 

Representative Horrrretp. I believe that clears up that point. 
When did you first get a letter from Mr. Nichols asking you or in- 
forming you that there would be additional kilowatts needed at the 
Oak Ridge installation ? 

Mr. WessenaAver. Our first letter on the additional requirements 
at Oak Ridge came in a letter from Mr. Sapirie, dated February 26, 
in which it was indicated. 
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Representative Honirrerp. February 26 of what year? 

Mr. Wessenaver. 1954. In which it was indicated that the pro- 
duction facilities at Oak Ridge may require as much as 180,000 to 
200,000 kilowatts of additional power to be avajlable on a firm basis. 

(The letter referred to follows :) 


UNITED SratTes ATOMIC ENERGY COMMISSION, 
Oak Ridge, Tenn., February 26, 1954. 
Mr. G. O. WESSENAUER, 
Manager of Power, Tennessee Valley Authority, 
Chattanooga, Tenn. 

DeaR Mr. WeSSENAUER: Confirming my recent telephone conversations, the 
Atomic Energy Commission is initiating an expansion of its production facili- 
ties at Oak Ridge which may require that as much as 180,000 to 200,000 kilowatts 
of additional power be available on a firm basis. This power is in addition to 
the 700,000 kilowatts provided for under our 1951 contract and the 1,000,000 
kilowatts provided under our 1952 expansion contract. 

The program for which this additional power is required is to be in two 
phases, The first phase requiring 80,000 to 100,000 kilowatts has been authorized 
already; the second phase requiring approximately 100,000 kilowatts is subject 
to further congressional action before a firm commitment for this requirement 
can be made. The power will be required on a gradually increasing rate starting 
in January 1955 and increasing to the maximum phase 1 requirement on or about 
October 1, 1955, and the maximum phase 2 requirement on or about July 1, 
1956. 

We would appreciate receiving from TVA a proposal for the supply of this ad- 
ditional power. It is desired that your proposal be given in two parts, part I 
to supply 80,000 to 100,000 kilowatts for that program already authorized and 
part II for the supply of the additional requirements of 100,000 kilowatts. Since 
we will be in a position to immediately enter into a contract for the initial 80,000 
to 100,000 kilowatts and this quantity of power is required for the portion of the 
program already authorized, we would appreciate receiving your proposal at the 
earliest possible date. 

Yours very truly, 
S. R. SApPrrie, 
Manager, Oak Ridge “Operations. 


Representative Horrrietp. What was your response to that letter, 
and will you make available to the reporter that letter, Mr. C aes 
for the record, the letter that Mr. Wessenauer quoted from, and it ma 
Le received and used as an exhibit in the record ¢ 

Representative JENKINS (presiding). Without objection, we will 
receive it. 

(The letter referred to follows :) 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BupGeEt, 
Washington, D. C., June 16, 1954. 
Hon. Harry A. Curtis, 
Vice Chairman of the Board of Directors, 
Tennessee Valley Authority, Knoxville, Tenn. . 

My Dear Mr. Curtis: I wish to thank the Tennessee Valley Authority for 
the assistance it has given the Bureau of the Budget and the Atomic Energy 
Commission in making a thorough analysis of the revised proposal of Mr. BE. H. 
Dixon, president of Middle South Utilities, Inc., and Mr. B. A. Yates, chairman of 
the board, the Southern Co., as well as for the help given in the review of the 
proposal made by the Walter von Tresckow group, to supply power to the Atomic 
Energy Commission. Since my discussion of April 22, 1954, with Mr. Gordon 
Clapp, former chairman of the Tennessee Valley Authority, and Mr. K. D. Nichols, 
General Manager of the Atomic Energy Commission, careful consideration has 
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been given to all aspects of these proposals from the standpoint of the Government 
as a whole, taking fully into account the views of the Atomic Energy Commission 
and the Tennessee Valley Authority, as well as to the proposal for Federal con- 
struction of additional generating units by the Tennessee Valley Authority. 

At the President’s request, instructions have been given the Atomic Energy 
Commission to proceed with negotiations with the sponsors of the proposal made 
by Messrs. Dixon and Yates, with a view to signing a definitive contract on a 
basis generally within the terms of the proposal. He has also requested that 
instructions be given the Tennessee Valley Authority and the Atomic Energy 
Commission to work out the necessary contractual, operational, and administra- 
tive arrangements between the two agencies so that operations under the contract 
between AEC and the sponsors will be carried on in the most economical and 
efficient manner from the standpoint of the Government as a whole. It should be 
noted that TVA will be expected to bear all costs necessary to receive the contract 
power at contract delivery points and all other costs in connection with its dis- 
tribution throughout the TVA transmission system, and that AKC will bear all 
local, State, and Federal taxes payable under the terms of the contract by the 
Government. It is understood, also, that AEC will maintain in force its full 
contract with TVA at Paducah. I am attaching a copy of my letter to Chairman 
Strauss of the Atomic Energy Commission, which gives further particulars. 

Under this proposal the AEC will secure 600,000 kilowatts of firm power by 
the end of calendar year 1957. This arrangement, which would make available 
an equivalent amount of power to TVA, will more than provide, with appro- 
priate operating reserves, for growth in industrial, municipal, and cooperative 
power loads through the calendar year 1957 as estimated in the 1955 budget. 
Accordingly, no appropriations for the construction by TVA of additional steam- 
electric-generating capacity to meet these requirements will be necessary for 
the fiscal year 1955.. Provisions for meeting normal load growth beyond 1957 
will be considered in connection with the 1956 budget. 

Sincerely yours, 
Row.tanp HucGues, Director. 

Representative Hotirretp. What was your response to Mr. Nichol’s 
letter ? 

Mr. Wessenaver. I have a written response made on April 1 to Mr. 
Sapirie’s letter, but I might explain that on the lst of March we 
advised the Bureau of the Budget of this additional requirement of 
the Atomic Energy Commission. I would like, if I may, to take a 
moment to explain that. The President's budget message indicated 
that there would be no additional capacity provided on the TVA sys- 
tem, and stated that in the event new defense loads should materialize, 
the question of providing additional capacity on the TVA system 
would be considered at that time. Therefore, we advised the Bureau of 
the Budget, in a letter dated March 1, of this additional request for 
180,000 to 200,000 kilowatts by the Atomic Energy Commission for 
its production facilities at Oak Ridge. 

Representative Hotirietp. Did you consider the 180,000 to 200,000 
request a defense request ¢ 

Mr. Wessenaver. Oh, certainly, sir. 

Representative Hotirretp. For ‘the defense needs at Oak Ridge ¢ 

Mr. Wessenavrr. I can be more specific. In presenting our. load 
estimates to the Bureau of the Budget, on which the request was 
predicated, there was no affectation of this particular increase in 
AEC’s requirements in working out the amount of power capacity that 
would need to be provided on the TVA system. It was clear that the 
budget request as submitted to the Congress made no allowances for 


this 180,000 to 200,000 kilowatts. I believe at the time the budget was 


submitted its need was not known. 


4818 1—54—pr. 30 
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Representative Ho.irietp. Then you were not requested by the Bu- 
reau of the Budget to present a need for appropriations to supply this 
180,000 kilowatts ? 

Mr. Wessenaver. Well, in December, we were advised of the Presi- 
dent’s decision with respect to the budget request. We were told that 
in the event new defense loads should develop in the TVA area, we 
were to come back to the Bureau of the Budget and discuss with them 
the need for additional facilities with which to supply such loads. 
Therefore when we received Mr. Sapirie’s letter of February 26, that 
there would be an additional requirement at Oak Ridge of 180,000 to 
200,000 kilowatts, we promptly submitted a letter to the Bureau of the 
Budget, stating that an additional request had been made of us, and 
asking for a conference to discuss the question of providing additional 
power supply. 

Representative Hortrretp. Will you put that letter into the record 
also ? 

Mr. Wessenaver. Surely. 

(The letter referred to follows :) 

Maron 1, 1954. 
Hon. JosePpH M. Dopce, 
Director, Bureau of the Budget, 
Executive Office of the President, 
Washington, D.C. 

Dear Mr. Dopce: Some time ago members of our staff were informally advised 
that the Atomic Energy Commission would soon call upon us to supply from 
180,000 to 200,000 kilowatts of additional power for its expanding program at 
Oak Ridge, and that the full amount of power would be required by July of 1956 
or as soon thereafter as possible. We called the attention of AEC representatives 
to the assumptions on which your office had based its decision to ask for no “new 
starts” in TVA generating capacity in fiscal 1955 and suggested that AEC should 
take the responsibility of advising you promptly of the plans to increase the load 
at Oak Ridge, with the consequent necessity for TVA to increase its power 
capacity. I assume that AEC has done so, for on February 26 we were formally 
advised by letter of the enlarged requirements. 

This new Federal load of 200,000 kilowatts for Oak Ridge, combined with the 
present uncertainty as to whether we will need to continue to plant to provide 
the 500,000 or 600,000 kilowatts at Paducah for which the Budget had hoped to 
find another supplier, creates a situation of considerable urgency which we should 
like to discuss with you at your earliest convenience. 

You will understand, of course, why we are deeply concerned about the effects of 
any further delay in determining the amounts of power AEC will need to obtain 
from us at Paducah in 1957. If there is any possibility that suitable arrange- 
ments for alternative sources of supply cannot be developed promptly and that 
TVA must be ready to provide the power, we believe that. a request for supple- 
mental funds for fiscal 1955 with which to begin construction of the new generat- 
ing facilities which would be needed to meet the 1957 requirements at Paducah 
should be considered together with the funds needed to meet the new load at 
Oak Ridge. 

A supplemental request of $47 million for 1955 would be required to increase the 
load-carrying capacity of the TVA system by 750,000 kilowatts, permitting it to 
carry the 500,000 kilowatts at Paducah and the additional 200,000 kilowatts at 
Oak Ridge, together with related transmission losses. Thirty million dollars 
would be needed to start the Fulton steam plant, and $17 million to begin the 
addition of 2 units to the Johnsonville steam plant. This program represents 
the most economical expansion of our system capacity to meet the Atomic Energy 
Commission load. 

We believe that further delay in requesting the appropriation will be dangerous, 
but we would have no objection if the program included a provision for the im- 
poundment of a part of the funds by the budget if satisfactory arrangements 
should be developed for supplying 500,000 kilowatts or more of AEC’s Paducah 
requirements from other sources. For example, if TVA could be relieved of half 
or more of that amount as soon as the fall of 1957, the additions to Johnsonville 
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could be deferred. It should be understood that this program for providing 
750,000 kilowatts does not alter the basic assumption underlying the President's 
original budget request for TVA. It does not provide any margin of capacity in 
excess of the loads now anticipated for 1957. The additions we now propose are 
submitted only to meet the specific situations pointed out in the President's 
budget message as contingencies which would require a reconsideration of the 
decision to provide no new capacity on the TVA system in fiscal 1955. New 
defense loads have developed in the amounts described above and we understand 
that negotiations for relieving TVA of a portion of the AEC load at Paducah have 
not been consummated. 

If this program meets with your approval, we should like also to request 
permission to make adjustments within the funds available in fiscal 1954 to enable 
us to begin on-site work prior to July 1, 1954. By small expenditures on the 
site and by obtaining commitments from manufacturers immediately after clear- 
ance with you, we could have the first unit at Fulton in operation in the early 
part of 1957. The commitments from manufacturers would, of course, be subject 
to appropriations, but the time we would gain by preliminary arrangements may 
be vital to AEC’s program. 

We shall be glad to discuss these questions in detail with you and your staff 
at your earliest convenience, and upon your approval we will be prepared to 
submit promptly to the Atomic Energy Commission a tentative statement of the 
basis upon which power can be supplied to meet the additional need at Oak 
Ridge, assuming the most expeditious and economical expansion of our system 
generating capacity. 

Sincerely yours, 
Gorpbon R. Clapp, 
Chairman of the Board. 


Mr. Wessenaver. About that time, I believe, the first proposal of 
Dixon- Yates had appeared on the scene. In meeting with the Bureau 
of the Budget, the Bureau of the Budget indicated that they preferred, 
first, to resolve the question with respect to the alternative source of 
supply for the Atomic Energy Commission at Paducah before going 


into the question of the additional power requirements at Oak Ridge. 
That statement was made to Mr. Clapp, and I believe to Mr. Nichols, 
at a meeting in Mr. Hughes’ office, and we acceded to the Bureau’s 
wishes. An April 1 I wrote to Mr. Sapirie and advised him of the 
status of the matter and expressed our regret at continuing to be 
unable to respond to his request of February 26. I had had no idea it 
was going to take so long to get the other matter brought to a 
conclusion. 

Representative Horirretp. The reason you did not respond was 
because of the negotiations between the Bureau of the Budget, AEC, 
and the Dixon- Yates people ? 

Mr. WessenAveER. We were unable to respond until we knew where 
the source of power on our system was to be, so that we could figure 
out its cost, and to quote a proposal to the Atomic Energy Commission 
on which the TVA could stand behind. 

Representative Horirrerp. So you have not as yet been given a 
hearing on the projected need at Oak Ridge? 

Mr. Wessenaver. No, sir. 

Representative Horirretp. You have not received such by the 
Budget Bureau ? 

Mr. Wessenaver. Not as such. We did receive a letter from the 
Bureau of the Budget this morning along with these other letters, 
relating to the Oak Ridge matter, and it might be appropriate at this 
point to put that into the record also. 

Representative Houitrretp. Mr. Chairman, I ask that those perti- 
nent letters be put into the record. 
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Representative Jenkins. Without objection, it is so ordered. 
( The letters referred to follow :) 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., June 16, 1954, 
Hon. Harry A. Curtis, 
Vice Chairman of the Board of Directors, Tennessee Valley Authority, 
Konevilic, Tenn. 

My Dear Mr. Curtis: This is in reply to Mr. Clapp’s letters of March 1 and 
March 23, 1954, to Mr. Dodge, with regard to the method of meeting the increased 
power requirements at the Oak Ridge installation of the Atomic Energy 
Commission. 

As set forth in another letter I am sending to you today, arrangements are 
being made by the Atomic Energy Commission to purchase power under a 
proposal made by Middle South Utilities, Inc., and the Southern Co. Under 
this proposal an additional 600,000 kilowatts of firm power will be delivered to 
the TVA system by the latter part of calendar year 1957 to take care of AEC 
loads. This arrangement will make available to TVA 600,000 kilowatts of power 
for use in its system in exchange for power it will be delivering to AEC at 
Paducah. The 1955 budget contemplated that 500,000 kilowatts to be supplied 
from other sources in. addition to the generating capacity already planned for 
TVA would be adequate to meet present commitments for Federal loads as well 
as estimated growth in industrial, municipal, and cooperative power loads in 
the TVA area through calendar year 1957. There will be available, therefore, 
100,000 kilowatts of power to meet needs not contemplated in the budget. 

The increase in normal AEC load at Oak Ridge to be served by TVA is now 
expected to be in the range of 135,000 kilowatts to 175,000 kilowatts, which is 
somewhat lower than was contemplated by former Chairman Clapp when he 
wrote us. The higher figure in the present estimate is based on the expectation 
of technological change and other developments, as time goes on, which would 
require more power for maximum utilization of the plants. Application of the 
100,000 kilowatts mentioned above to this high-priority defense requirement 
leaves at most only 75,000 kilowatts to be otherwise provided. 

Considering the contingent nature of a part of the increased AEC load and the 
fact that provision has already been made for capacity to serve an estimated 
increase in TVA’s industrial, municipal, and cooperative load of 2,855,000 kilo- 
watts by the end of calendar year 1957, provision for additional capacity spe- 
cifically to serve the firm increment of this load would not seem warranted at 
this time. TVA should, accordingly, plan to take care of the known AKC and 
other Federal loads with the new generating capacity currently scheduled for 
installation through 1957. Should system requirements be found to exceed 
capacity, it may be necessary, on occasion, to continue to supplement supply as 
in the past by purchase of power on an interim basis from other sources. 

You are, therefore, advised that no estimates of appropriation for construction 
by TVA of additional steam-electric generating capacity will be submitted to the 
Congress at this time. A complete review of additional load requirements 
which may develop will be made in connection with the 1956 budget. 

Sincerely yours, 
Row anv Hueuxes, Director. 


Representative Hortrretp. Now, let us return or let me ask you this 
question now: The Congress is nearing adjournment, and with the 
direction which came down this morning from the Bureau of the 
Budget to the Atomic Energy Commission, and your letter today, you 
would understand that you will be precluded from or will not be in- 
vited to make any such budget presentation this year, is that correct? 

Mr. Wessenaver. The letter we received this morning, sir, indicated 
that it was the Bureau of the Budget conclusion that inasmuch as the 
Dixon-Yates proposal would provide 600,000 kilowatts to the system, 
and since they assumed our loads would require only 500,000 kilowatts, 
there would be available 100,000 kilowatts for the requirements at Oak 
Ridge. They also indicated that the remainder of this new Oak 
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Ridge load, which they now speak of as being between 155,000 and 
175,000 kilowatts as contrasted with the larger amount in the earlier 
letters, should be taken from the TVA system. 

Representative Hotarrerp. And you never received any communica- 
tion from Mr. Nichols changing the amount under consideration from 
180,000 down to the 135,000 } which he testified to this morning? 

Mr. Wessenaver. The figures that we had in Mr. Sapirie’s letter 
were aprennete figures of 180,000 to 200,000 kilowatts, I had a letter 
from Mr. Sapirie only a day or so ago, giving us some estimates of 
their requirements at Oak Ridge, and he still indicated requirements in 
ihe order of 190,000 kilowatts. So I was surprised to see the smaller 
number in the letter which we received from the Bureau of the Budget 
this morning. 

Representative Hovirterp. And that smaller number was approxi- 
mately 135,000 ? 

Mr. Wessenavuer. A range from 135,000 to 175,000. 

Representative Ho.irretp. No, Mr. Wessenauer, let us return to the 
figure of $3,685,000 per year extra cost under the Dixon-Yates pro- 
posal. You testified thai you did sit in on a conference on the arriv- 
ing at that figure, but I believe that you said that you did not neces- 
sarily approve of that figure. Is that true? 

Mr. Wessenaver. Well, our analysis of the Dixon-Yates offer as 
contrasted with providing capacity on the TVA system would show a 
greater cost of $5,567,000 per year. 

Representative Horirreip. Let me understand you. Your analysis 
of the Dixon- Yates proposal indicates that it will cost the Government 
how much per year over the contract costs of the Paducah-Shawnee- 
AEC costs ¢ 

Mr. Wessenaver. I was not referring to the Shawnee costs. I was 
referring to the comparison of accepting the Dixon-Yates offer, in- 
curring the expense that is necessary to tie the Dixon- Yates plant into 
the TVA system at Memphis, and the expense incurred in transmis- 
sion losses of handling the power on the TVA system, as contrasted 
with increasing capacity on the TVA system by adding capacity at 
Fulton and Johnsonville. We estimated that differential to be 
$5,567,000 per year. That is contrasted with the estimate which the 
others arrived at of $3,685,000. 

Representative Hoiirrecp. That is a basic estimate without regard 
to escalator clauses, and possible changes in the future? 

Mr. Wessenaver. That is correct, sir, and I would like, if I might, 
to put the summary table in the record. 

Representative Hoxirrep. Will you tell this committee in your own 
words, your analysis of the Dixon-Yates contract and how you arrived 
at those figures, breaking them down as you have them broken down 
on that sheet ? 

Mr. Wessenaver. Well, the additional factors which we would take 
into account over : and above those which were taken into account in 
arriving at the $3,685,000, include costs involved in providing standby 
power, ‘for the Tinee- Yates plant of about $200,000, the cost of in- 
creased off-peak transmission losses in the TVA system in handling 
the power out of the Dixon-Yates West Memphis plant as contrasted 
with handling the power out of the Fulton and Johnsonville plants, 
of about $2 00,000. We would also include in the comparison the 
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amortization of special costs which have already been incurred at 
Shawnee, which ought to be taken into account in any reasonable 
comparison of the two, of about $200,000. 

In addition to that, if it is recognized that the TVA plants have 
at least a 35-year life instead of writing off the investment over a 
30-year contract period, reduced amortization of plant and trans- 
mission facilities would account for another half million dollars. 
Also we believe that the plant heat rate which was used in the com- 
parison is too high. 

Mr. Kampmeter. The amount of coal burned per kilowatt hour, 
that is. 

Mr. Wessenaver. The latter would account for about $500,000. 
And the final item is that in looking at the cost to the Government, 
one should recognize that the bondholders pay income tax on the 
interest which is paid on the bonds, I think that you will find there 
would be another $200,000 in income tax advantage to the Govern- 
ment through issuing its own bonds over that from the Dixon-Yates 
bonds held by an insurance company. 

Now, the evaluation of those factors are set forth in this table, 
bringing the differential to $5,567,000, which in our opinion is more 
nearly the correct differential between adding TVA capacity and 
accepting the Dixon- Yates proposal. 

(The comparison is as follows:) 


TaBLe 2.—Comparison of annual cost to Federal Government for power supply 
delivered to TVA system in Memphis area 


[For 600,000 kilowatts of capacity and 5.2 billion kilowatt-hours a year] 


INCREASING TVA CAPACITY 650,000 KILOWATTS (AT FULTON OR AT FULTON AND 
JOHNSONVILLE) 


Fixed charges, plant and stepup substation (interest, 30-year amor- 
tization, replacements, insurance) ______ at 2 Jesu “EBs 600 
Production cost: 
Operation and maintenance________-_________- 1, 780, 000 
Fuel (a) 9,917 B. t. u. heat rate (fuel cost 18.4 cents per mil- 
lion B. t. u.) 9, 537, 000 
TVA transmission cost 490, 000 


Cost to Government- 
eee ee a eT a NN 


ACCEPTING NEW DIXON-YATES OFFER (NEW PLANT AT WEST MEMPHIS, ARK.) 


OUND CI hectic cceige cng nae idanndelesdaee $8, 775, 000 
Energy charges (fuel cost 19 cents per million B, t. u.)--.-..____ *9, 688, 000 
TVA transmission costs 607, 000 
Subtotal (excluding taxes) 19, 070, 000 

Per kilowatt-hour, mills : 3. 67 

Taxes: 

Arkansas (State and local) $1, 499, 000 
Federal income____ ~ 20, 000 


Subtotal : 2, 319, 000 


Total cost... ~-. , ? 21, 389, 000 
Less: 820, 000 


Cost to Government_____- ‘ 20, 569, 000 
Per kilowatt-hour, mills__-- ; ; 3. 96 
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Additional cost to Government, per year 


Ns ae NL. chat iece minds wenenkenmibaakenvel 


ADJUSTMENTS TVA WOULD MAKE 


Amortization 35 instead of 30 years: 
(1) Plant and stepup substation : ‘ - 000 
(2) Transmission ee Se: -35, 000 
Plant heat rate, 9,350 inst. of 9,917 B. t. u-___-_-- beset 000 
Tnceme. tax .isam ponagnoisers......... ; - 000 


Total adjustment 000 


Adjusted cost to Government . 15, 414, 000 


Standby power, 2 units out ee +-200, 000 
Increased off-peak transmission loss_ é +-186, 000 
Amortized special costs at Shawnee +-200, 000 
Income tax from bondholders ; ; ; 174, 000 


Total . * Se oe nite +412, 000 


Adjusted cost to Government 20, 981, 000 
Adjusted additional cost, per year___ : : 5, 567, 000 


Total for 25 years ; Ras chloe __. 139, 175, 000 


Total for 30 years........._-_- : _.... 167, 010, 000 


1If coal can be barged to Memphis site of Dixon-Yates (55 miles farther than Fulton) 
at same cost as at Fulton as assumed by Dixon-Yates, then this cost would be reduced by 
$309,000. 

Representative Horirre.p. Have your estimates in the past proven 
to be fairly accurate ? 

Mr. Wessenaver. Well, I think we have a good performance on 
estimating cost. I think that our performance at Shawnee is one 
demonstration of it. Another is in the fact that all of the construc- 
tion which the TVA has undertaken has been built for a total cost 
within 3 percent of the estimates. 

Representative Ho.irierp. Now, is that 3 percent based on the 
method of computing construction as used in the building cost index 
published in Engineering News Record ? 

Mr. WessENAUER. Sir, it is based on the estimates of our own engi- 
neers, of the items which go into the cost of building any facility, 
breaking it down in as much detail as is necessary to arrive at the total 
estimate. The figure of 3 percent I am referring to is that we have 
built facilities within 3 percent of the amount we told the Congress 
they would cost at the time we were asking for the funds with which 
to build them. 

I am indicating to you that we do have a record of good estimating 
and good performance within the estimates. 

Representative Horirrmeip. And I believe the Electrical Eenergy’s 
estimate of their construction costs ran something like 42.7 higher 
than the estimates. Does that figure sound right? It is from memory 
on my part. 

Mr. Kampmeter. The $58 million figure of overrun above the esti- 
mate must be of about that order of percentage. 

Representative Horirrevp. If that figure is not correct, I will change 
it and make it correct. 
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Now, in your estimates of costs in dealing with the AEC, have you 
based your rates on the building cost index published in the Engi- 
neering News Record which as I understand it covers the Nation, as 
an average in the Nation? 

Mr. Wessenaver. Sir, the arrangements we have made with the 
Atomic Energy Commission in the contracts which we now have with 
them contains a fixed price for demand charge with one escalation 
based upon variations in the engineering building cost index. That 
is variations in that index within the period of construction. In 
other words, we say by that device, that we undertake to do the job 
with no more of an increase in cost than the average increase in cost 
levels over the Nation. If we do worse than that, that will not be 
charged to the Atomic Energy Commission. 

Representative Honrrietp. And is it not true that the computation 
of increase in costs by both the Ohio Valley Electric Corp., and the 
Electric Energy Corp., was not based on that method of computa- 
tion, but based upon their actual experience in overrunning their 
estimate ¢ 

Mr. Wessenaver. I am generally familiar with the Electric Energy 
contract, but I think that the Atomic Energy Commission could an- 
swer directly. I believe that their costs are based on what they experi- 
ence. It is not on an index. 

Representative Hoirretp. So your estimates then would be tied 
down to a national average rather than a locality experience / 

Mr. Wessenaver. That is right. 

Representative Horrrieip. For adjustments ? 

Mr. Wessenaver. That is right. 

Representative Hoxirienp. Now, do you believe that under the 
Tennessee Valley Authority legislation, you are authorized to accept 
energy from the Dixon-Yates people although it will run between 
$3,685,000 per year to over $5 million per year more than it would 
cost you to generate that power in your own plants? Do you believe 
that there would be any conflict in that occurrence, and your legislative 
authority to produce power at the lowest and most economics al cost ? 

Mr. Wessenaver. I haven't discussed, Mr. Holifield, the question 
of the legality of this arrangement with our attorneys, because we 
only received the arrangement this morning. I will say this, that as 
an operating agency we have always striven to find the most econom- 
ical way of doing our job. 

Representative Hoxirretp. In any event, if there is an additional 
cost as contemplated in the Dixon- Yates proposal which shall be borne 
jointly by the AEC and TVA, that additional cost which is indicated 
thereto the TVA would become a factor in your future budget presen- 
tations, would it not 4 

Mr. WessenAver. It would have to, sir. 

Representative Houirevp. And it would reflect thereby an increased 
cost in the operation of the TVA not from an increased cost of your 
own volition, or your own inefficiency, but from an external cost which 
would occur as a result of executive direction rather than independent 
operation of the TVA, would it not? 

Mr. Wessenaver. To say it a little differently, this would not be 
our choice of a way to supply this power. 
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Representative Houirtetp. Then, as I understand it, the TVA has 
not approved the principle of procuring a high-cost power from pri- 
vate utilities to use in the TVA grid system ¢ 

Mr. Wessenaver. We have not recommended that arrangement ; no, 
sir. 

Representative Houirietp. Have you ever purchased higher cost 
power before than that of your own cost of generation, and if so how 
much and for what purpose ? 

Mr. WessenaverR. We have purchased power from time to time, 
from neighboring systems, and I don’t have the amounts exactly 
in mind here today, sir. But for example in connection with the 
defense program, both during World War II and subsequently, as 
many of these defense loads were built up much more rapidly than 
new power supply could be provided, it was necessary to procure power 
from various places on adjoining systems and on our own system, at 
high cost, in order that the defense facilities could be operated prior 
to or until the time when new and more efficient power facilities 
could be put into service. And so we have bought high-priced power 
for redelivery to defense industries, and for use by the Atomic Energy 
Commission, and at times for us on our own system. 

Representative Howirterp. That was an interim period during 
which you were constructing facilities to take its place? 

Mr. Wessenaver. That is right, and most of those arrangements, 
sir, were on a week-to-week or day-to-day or month-to-month basis. 
It results from the fact that we are interconnection with neighboring 
systems and we utilize our connections for that as well as other pur- 
poses of exchanging power whenever it is possible to achieve economies 
on either system. 

Representative Hontirrevp. And for the principle of firming up your 
own power needs for defense ? 

Mr. Wessenaver. To meet the defense needs at the time. 

Mr. Kampmeter. If I might add this, sir, last fall for instance, we 
had a severe drought in the Tennessee Valley. We do not have enough 
steam power to firm up our hydro supply. Therefore to minimize the 
effect of the drought in reduced supply to some of the large power 
users in the area, we bought all of the power we could lay our hands 
on from any direction to bring into the area to help firm up our hydro 
supply. 

Representative Hotirtenp. That was an emergency situation? 

Mr. Kampmeter. Yes, but it happens a little too often to just label 
it “emergency.” 

Representative HoiitrreLp. Do you understand that the contract as 
offered by the Dixon- Yates people could be effected by the State utility 
commission of the State in regard to increase of rates? That is under 
the contract ? 

Mr. Wessenaver. Frankly, sir, I haven't considered that question. 

Representative Horirretp. Let me read you this. At the bottom 
of page 4 of the appendix of the Dixon- Yates proposal: 


OTHER CONDITIONS 


1. This offer is subject to approval of regulatory bodies haying jurisdiction 
and to force majeur, in the event of new laws, orders or regulations, or changes 
in existing applicable laws, orders, or regulations, adversely affecting wage 
rates, hours of work, or other conditions or active hostilities, any of which shall 
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result in increased costs hereunder, the effect of such changes shall be incorpo- 
rated in any contract resulting from this offer to the end that the rights of the 
seller shall not be impaired by such changes and the parties will enter into 
appropriate amendments of such contract to that end. 

Now, I ask you if you believe that orders or regulations or changes 
In existing applic: able laws could be encompassed in either the change 
of legisl: ation in the State of Arkans: as, or in the change of orders or 
regulations of the Arkansas Utility Commission, whic +h would author- 
ize an incease in rates under this contract ? 

Mr. Wessenaver. I believe this says in the event there are such 
laws, which increase the cost to this Dixon-Yates company as a 
result of supplying this power, they could ask for an increase in 
the amount paid by the receiver of the power. 

Representative Hourrreip. The reason I bring this matter up at this 
time, sir, is to show the fallacy of relying on State public regulatory 
bodies to maintain a State utility rate when there is an escape clause 
in the contract which provides that such State regulations can change 
that rate. In the Michigan-Wisconsin Pipeline « “ase, in 1946, 3 to 2 
decision, granted a certificate of convenience and necessity enabling 
the company to construct a long-distance pipeline to supply among 
others the Detroit area, market already served by the Panhandle 
Eastern Pipelines. Witness for the applicant had presented evidence 
indicating that the proposed pipeline would furnish gas to this market 
at rates closely approximating the 18.5 cents Panhandle Eastern base 
load rate for equivalent natural gas. By the time the pipeline went 
into operation, about 1949, the Commission had permitted the com- 
pany to charge 29 cents to Michigan market, and the company is now 
charging 35 cents per thousand cubic feet under bond while the Com- 
mission passes on proposed future increases. 

That was from an original contract of 18.5 cents, to a present 
charge of 35 cents, and a pending request with the Utility Commission 
for a greater increase. In the Algonquin Gas Transmission case, 
A-1953 Commission decision authorized a certificate for the com- 
pany’s pipeline serving a portion of New England on the basis of 
proposed rates corresponding closely to those of North Eastern Gas 
Transmission Co., originally for service to the entire New England 
market. This authorization was in spite of a showing that the pro- 
posed rates would not during the first 5 years of operation Seana 
a fair return on the company’s rate base. 

Within the month however, the Commission accepted a filing by 
the company, resulting in rates of about 10 percent higher than those 
proposed by the company, during the certificate hearings, on the 
grounds that lower rates would not generate sufficient cash to enable 
Algonquin to meet its essential first years operations. 

Now, I ask you as you understand this provision, on page 4 of the 
contract, if the cost to the Dixon-Yates peoples should be 42 percent 
above its construction estimate as in the case of the Electric Energy, 
Inc., would it not be possible under this clause for them to go to the 
Arkansas Utilities Commission and demand and possibly receive an 
increase commensurate with their investment in order to give them 
a fair yield upon their investment? 

Mr. Wessenaver. Well, that is not clear, Mr. Holifield, from this 
language. This refers to new laws, or orders or regulations. 
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Representative Ho.irretp. Who would make the orders or 
regulations ? 

Mr. Wessenaver. I assume that would be an order or regulation 
made by some commission. They relate them to regulations as ad- 
versely affecting wage rates, hours of work or other conditions, or 
act of hostilities, any of which shall result in increased costs here- 
under. 

Representative Honirterp. Other conditions are pretty broad, 
aren’t they ? 

Mr. Wessenaver. It is broad and that is why I say it would be 
hard to interpret that, and not being a lawyer, it is hard for me to 
say. 

Mr. Kampmeter. If I might interject, in the interest of trying to 
clarify this, let me see whether I understand what you are asking 
our opinion on. Is this the question? If the Dixon-Yates group 
experienced considerably higher costs than it anticipated or has esti- 
mated, then would it seek and under the theory of the return that is 
allowed to utility systems, would it be likely to be permitted to pass 
those extra costs on to consumers, which means either the buyer of 
this power, or other customers in the area served? Would the regu- 
latory commissions then be likely to say, “Well, the proper place for 
this to be assessed is not to the consumers in Arkansas, but to the 
buyer of this power,” and could they make that stick? Is that about 
what you mean? 

Representative Hotirmip. That is about what I wanted to know, 
either the buyer of power or another Government agency which might 
be the TVA, and I thought that the contract does give the buyer in 
this case the AEC the right to assign or to relinquish for assignment 
to other Government agencies, at a higher rate set by the Federal 
Power Commission. I believe that you will find that in another 
clause. 

Mr. Kampmeter. Maybe that is the way they hope this point would 
be covered. 

Representative Hoxirteip. At least it does cast an area of consid- 
eration there which in the public interest should be explored before 
such a contract is signed. 

Mr. Wessenaver. I would think so, and I assume this would be 
spelled out a lot more in a definitive contract than appears in the 
proposal. 

Representative Hoxirrenp. Is there any point that I have raised 
that you wish to clarify ? 

Mr. WesseNnaver. I don’t believe so, sir. 

Representative Honirretp. That is all the questions I have, and as 
the hour is late I suggest we adjourn until 10 o’clock in the morning. 

Representative Jenkins. The gentleman has concluded ? 

Representative Hoirie.p. For these questions, the two gentlemen 
at the end of the table have finished? Do you wish to say anything 
further, or present any further documents? 

Mr. WessenavER. We appeared here at the request of the committee 
and we want to respond to the committee’s wishes. 
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Representative Jenkins. If there is nothing further to be presented, 
the committee will stand in recess until 10 o'clock tomorrow morning 
and we will meet in the old Supreme Court room. 

Representative Hoxirretp. Before we do adjourn, Mr. Cole, I think, 
permitted the committee to hear further an unfinished piece of testi- 
mony from Mr. Burch or Mr. Tresckow, and I forget which one. 

Representative Jenkins. They will be heard tomorrow. That is 
before a subcommittee of the whole and Mr. Burch will be here to- 
morrow. 

If there are no further questions, the committee will adjourn. 

Representative Horirrenp. Mr. Chairman, I would like to ask the 
gentleman from the TVA to be present in the morning as I want to 
study their testimony tonight, and I might have some more questions 
at that time or there might be some refutations of some of your testi- 
mony by some of the witnesses. 

Mr. Wessenaver. I have an engagement in Knoxville tomorrow but 
Mr. Kampmeier can remain here. 

Mr. Burcu. We have no real right to ask it but I believe it would be 
very helpful if one of the gentlemen from the TVA could hear the 
Tresckow testimony, and their comments on that might be of great 
value to the committee. 

Mr. Kampmeter. I will stay for that. 

Representative Horrrretp. May I ask if the Von Tresckow offer has 
been submitted to the TVA ¢ 

Mr. Burcu. They have been kept informed, and counterparts of 
everything that has gone to the Atomic Energy Commission has gone 


to the TVA. 


Representative Hoiirretp. Do you have those proposals with you ? 

Mr. Wessenaver. We have copies of the proposals made by the Von 
‘Tresckow group. 

Representative Jenkins. The committee will be in recess until 10 
o'clock tomorrow morning. 

(Whereupon, at 5:15 p. m., Thursday, June 17, 1954, the committee 
recessed to reconvene at 10a. m., Friday, June 18, 1954.) 





S. 3323 AND H. R. 8862, TO AMEND THE ATOMIC 
ENERGY ACT OF 1946 


FRIDAY, JUNE 18, 1954 


CONGRESS OF THE UNITED STATES, 
Joint COMMITTEE ON ATOMIC ENERGY, 
Washington, D.C. 

The Joint Committee met, pursuant to recess, at 10 a. m., in room 
P-63, the Capitol, Hon. James E. Van Zandt (chairman) presiding. 

Present: Representatives Van Zandt, Holifield, and Price, and 
Senator Knowland. 

Present also: Senator Gore and Representative Phillips. 

Professional staff members present : Corbin C. Allardice, executive 
director; Walter A. Hamilton, Francis P. Cotter, and George Norris. 

Representative Van Zanpr. The committee will come to order. I 
would like the record to show the presence of Senator Gore, of Ten- 
nessee. Senator, will you join the committee on the rostrum / 

Senator Gore. Thank you, I will. 

Representative Van Zanpr. When the hearing recessed yesterday, 
General Nichols was on the stand, and it is my understanding that 
Mr. Holifield wishes to continue questioning the General, is that 
correct / 

Representative Houirietp. Yes. I would like to direct a few ques- 
tions at this time to General Nichols or Admiral Strauss, or both, if 
they care to come forward ; and then, after the Von Tresckow presenta- 
tion is made, it is possible I might have some additional questions to 
ask him in regard to a statement which the Burch-Von Tresckow 
Co. people might make. 

Mr. Chairman, first I would like to direct a question to Admiral 
Strauss in view of the fact that he was not present yesterday. The 
statement was made—I do this for verification of the record only; if 
I misstate, I do so inadvertently. The statement was made that Dr. 
Smyth wrote a letter which was a strong dissent against the AEC 
signing this proposal. He read that letter, he said, on his own behalf 
and on behalf of Mr. Zuckert who was absent. 

Later on Mr. Murray was present and Mr. Murray also made a 
strong dissent against the proposal, stating in effect he did not believe 
it was in the public interest or in the interest of the future status of 
the AEC as an independent agency whose primary purpose was the 
development of the atomic energy project. 

The statement was made by someone—and I do not just remember 
who it was—that Mr. Strauss and Mr. Campbell, while not recom- 
mending this particular contract, that if they were so directed they 
would go ahead with the contract, 
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If that does not correctly interpret your position, Admiral Strauss— 
and 1 may not have remembered it exactly—I wish at this time you 
would say for the record your position and I will later ask Mr. Camp- 
bell to state his position in regard to this contract. 


STATEMENT OF ADM. LEWIS L. STRAUSS, CHAIRMAN, ATOMIC 
ENERGY COMMISSION; AND KENNETH D. NICHOLS, GENERAL 
MANAGER, ATOMIC ENERGY COMMISSION 


Admiral Srrauss. Thank you, Mr..Holifield. 

By whom was the statement made that reflected my position, sir / 

Representative Hotirmip. General Nichols, did you make the state- 
ment ¢ 

Mr. Nicnors. Yes, I made the statement. However, I felt Mr. 
Campbell and Mr. Strauss were for the project. 

Representative Hottrretp. I will accept that correction. 

Mr. Nicnors. They are here now today. 

Representative Hoxtrtep. I have not had a chance to read the 
transcript. 

Admiral Srravss. That is a correct reflection of my position, Mr. 
Holifield. 

Representative Hoxtrietp. You are in favor of the contract as ad- 
vanced by the Dixon-Yates proposal, notwithstanding the fact that 
you point out in your letter to Mr. Hughes that you now believe this 
is a matter of policy which should be settled by higher authority, I 
believe was your phrase. 

Admiral Srravuss. That is right. I would modify your statement 
by saying that I am in favor of the proposal but not of the contract. I 
am not aware of a contract. I have seen no contract. As I told you 
the other day in testifying before you, I did not believe that there 
was a contract before the General Counsel of the Commission. 

Representative Hortrreip. You are in favor of the proposal. The 
contract, I understand, is being negotiated at the present time? 

Admiral Srravss. I don’t believe it has reached the stage of negotia- 
tion, Mr. Holifield. 

Representative Hoxtrrerp. All right, sir. Mr. Campbell, for the 
benefit of the record will you state your position also at this time? 


STATEMENT OF JOSEPH CAMPBELL, MEMBER, UNITED STATES 
ATOMIC ENERGY COMMISSION 


Mr. Camrseti. Mr. Holifield, I think yesterday I did express my 
view that I was in complete accord with the General Manager’s pres- 
entation and I think this proposal is a very sound proposal. 

Representative Hortrtetp. You are in favor of going ahead? 

Mr. Campsety. Yes, sir. 

Admiral Srrauss. Mr. Holifield, I would be prepared, if you care 
to have it for the record, to go into my siibdeopiey on this subject. 

Representative Hortrtexp. I do not think it is necessary. 

Representative Van Zanor. I think it might be well. 

Representative Hoxtrteip. I have no objection. 

Admiral Srravuss. I don’t want to force it on the record or anythin 
of the sort. I thought since you are interested in my position I would 
like to substantiate it. 
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Senator Know tanp. I think it would be very helpful to have it on 
the record. 

Admiral Srrauss. I have thought of it in terms of myself, Mr. Holi- 
field, and in terms, if you will forgive me, of yourself. 

Representative Van ZANpr. You may proceed, Admiral. 

Admiral Strauss. Thank you, Mr. Chairman. 

Mr. Holifield, I understand you are a successful businessman and 
you have a business of which you are proud and I am fairly confident 
it yields you a profit. 

Seseinpatelies Van Zanvt. Congressman Phillips, will you come 
up here on the rostrum ? 

Representative PHtes. I will be very glad to. 

Admiral Srravuss. If the Government were to go into business in 
your neighborhood competitively opposite you, there is not any doubt 
in my mind that you would be very seriously disadvantaged, since 
the Government would borrow its money for less than you could and 
since it would pay no taxes, and it would not be long before you 
would be forced to the wall. 

On the other hand, the customers who dealt with you and who would 
change and go to the Government’s competition because it was under- 
selling you would, after you were out of business, have to provide in 
there through their taxes exactly the same amount of support to the 
Government that you were providing. 

It is clear to me that if the Government is in the power business 
it can continually undersell private utilities and it can undersell any 
organization in any kind of business that the Government competes 
with. Therefore, these proposed savings that are the result of dealing 
with the TVA, or dealing with any other Government agency, to the 
extent that those sav ings include as their principal items taxes and a 
differential in the interest paid by the Government and paid by private 
citizens is a complete illusory saving. The Government must recover 
those two sums from other taxpayers. 

Representative Van Zanpr. Admiral, may I interrupt? Is it not 
true that at Paducah you buy both from TVA and a private utility ? 

Admiral Srravss. That is right. And E. E. I. 

Representative Van Zanvr. Does the Government make any sav- 
ings there? 

Admiral Srravuss. I would like to refer that question to the General 
Manager for a more detailed answer. He is familiar with it and I am 
not. My belief is that until quite recently the Commission has been 
paying the TVA for a period of several years approximately 1 mill 
more per kilowatt-hour for power than it pays the private-utility com- 
pany. But I would like to have it verified. 

Mr. Nicnors. I would like to give the data in regard to that, and 
we can also make it available for the record. I would like to read the 
summary of it. 

If we take our power bills that we paid at Paducah since January 
1, 1953, up to December 31, 1953—and later I will give an extension— 
for the TVA power we had a total of 2,987,436,660 kilowatt-hours at 
a cost of $20,277,585.78. The average cost of that power from TVA 
is 6.7897 mills per kilowatt-hour for the same period, we bought a 
comparable amount of power from E. E. I. E. E. I. is the plant at 
Joppa. We bought 2,802,626,121 kilowatt-hours. 
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In other words, the amounts are very comparable. The cost was 
$16,001,720.64 for an average cost of 5.7095. In other words, the price 
was 5.7 from E. E. I. as compared to 6.7 from TVA. 

In fairness to TVA I think I should give more recent figures because 
for various reasons the price is coming closer. For the period July 1, 
1953, to December 31, 1953—in other words, the last 6 months of last 
year—from TVA we bought 1,991,863,089 kilowatt-hours at a cost of 
$11,653,670.75. 

In other words, the price is going down as we get more permanent 
power. 

Similarly, from E. E. 1., in the last 6 months, we were furnished 
more power from E. E. 1. than from TVA, or a total of 2,061,854,628 
kilowatt-hours, at a cost of $10,260,752.48, or an average cost of 4.9797 
mills per kilowatt-hour. So for the last 6 months of 1953 the average 
cost in mills per kilowatt-hour from TVA was 5.85 and from E. E. I. 
£.98. 

Again in fairness to TVA we have the latest compilation for Janu- 
ary 1, 1954, to March 31, 1954—in other words, the first 3 months of 
1954—from TVA we bought 1,447,184,000 kilowatt-hours at a cost of 
$7,028,310 or an average cost of 4. oe and E. E. L., 1,158,881,000 kilo- 
watt-hours at a cost of $5,892,770, or for the first time the price goes 
slightly higher than TVA, 5. 08 mills per kilowatt- hour. 

Admiral Srrauss. Slightly higher than TVA. 

Mr. Nicuors. Yes. In all these figures we have what we call 
permanent power and interim and supplemental power. 

Representative Honimretp. What were the prices that you gave us 
just now; was that the interim and supplemental power ? 

Mr. Nicnors. All I have given you to date are the averages for all 
power furnished for the Paducah’ plant. Of course, in ach case the 

normal power has been far less than what we call the interim and 
supplemental power. 

To give you a breakdown for the last 4 months, for normal power 
from TVA we paid 3.72 mills, and from E. E. I., 3.26 mills. 

If we look into the future when the plants are completed, and taking 
the present estimates of cost—in other words, to allow for the in- 
creased cost of Joppa—when we get everything going at the Shawnee 
station, the price, according to the present contract would be 3.47 
mills per kilowatt-hour, but that provides for coal at 1514 cents per 
million B. t.1 

Representative Hoxrrretp. This is from TVA? 

Mr. Nicnoxrs. This is from TVA. As the price of coal gets down to 
1514 cents per million B, t. u., it is estimated that the cost per kilo- 
watt-hour will be 3.47 mills per kilowatt-hour. Whereas the price 
from E. E. L., in other words, when everything is in and assuming 
the same coal price, would be 3.83 mills per kilowatt-hour. 

That, I think, is the complete picture, but the interesting thing is 
that to date, essentially, the price has been in favor of private utilities. 

Admiral Srrauss. Despite the taxation and higher cost of money. 

Mr. Nicnors. When everything is running, according to our con- 
tracts the price will favor TV A by a margin here of about 10 percent. 

Representative Hortrretp. That relates to— 

Mr. Nicnoxs. To Paducah. 
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Representative Honirreip. To the Paducah installation and relates 
to the first few months of operation of both plants? 

Mr. Nicnots. It is not just for the first few months. I read from 
January 1,1951. In other words, since Paducah has been in operation. 

Representative Horirrerp. You say that on the overall cost to the 
Government that the Government has obtained its energy for less 
from E. E. I. than it has from TVA ? 

Mr. Nicuots. For the period bist 

Representative Hoxtrrevp. I am talking about the combination of 
all. 

Mr. Nicnotrs. The total to date for all the power received would be 
cheaper from E. E. I. than from TVA. 

Representative Horirretp. It is obvious, Mr. Chairman, that I am 
not familiar with these figures, but there is someone in the room here, 
Mr. Kampmeier, from the TVA, and at this time I would like to have 
Mr. Kampmeier come forward and analyze the figures which have 
been given us. 





STATEMENT OF R. A. KAMPMEIER, ASSISTANT MANAGER OF 
POWER, TENNESSEE VALLEY AUTHORITY 


Representative Horiimtp. Mr. Kampmeier, are you familiar with 
the figures which Mr. Nichols has presented ¢ 

Mr. Kampmerer. Yes; generally. 

Representative Horirterp. Would you like to have the chart from 
which he presented before you, or do you have some comparative 
figures? 

Mr. Kampmeter. I jotted down some of them as he was speaking, 
but I didn’t get them all. If he can lend me the table it would be 
helpful. 

Representative Horirievp. I am sure he would be glad to loan it to 
you for a few minutes. 

Mr. Kampmeter. I welcome the opportunity to comment because 
I consider the figures to be highly misleading as presented insofar 
as they are intended to present any picture on comparative costs to 
the Government. 

I think there are two points at least that need to be emphasized. 
One is that it would throw considerable light on these figures if 
information were presented along with these figures as to the approxi- 
mate portions of the supply from TVA and from E. E. I. which 
represent power which was contracted for in advance and on the 
other hnd power which it was necessary for AEC to ask be provided 
on short notice to supplement the power that was contracted for in 
advance. 

Mr. Nichols said something about division between permanent 
power and interim and supplemental power, but that in itself is not 
the entire story because, as he knows, the power delivered by TVA 
on a so-called normal basis included power in addition to that pro- 
duced by the Shawnee plant, power obtained to supplement gener- 
ation by the Shawnee plant. The other point 

Representative Ho.irretp. Where was that power obtained ? 


Mr. Kamrmeter. That power was obtained from whatever sources 
we could find. 
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Representative Hotirieip. Private sources ? 

Mr. Kampmeter. Private sources largely. 

Representative Houirreitp. And on which you paid a price lower or 
higher than the cost of TVA production ? 

Mr. Kampmerer. A good deal higher, and our price to AEC 
reflected directly the price that we paid for the power. So as it 
became necessary for us to draw on higher cost sources, the price to 
AEC went up. 

think the record will show that we delivered more power than 
E. E. I.—these figures indicate that—and incidentally that we came 
a good deal closer to generating at our new plant the full amount 
that we had been expected to, but in addition that we were called 
upon to deliver more day-by-day supplemental power than E. E. L., 
and that power was brought in over our facilities from whatever 
sources we could obtain it, necessarily at higher cost bringing the 
average up. That is point 1. 

The second point that I think is important is that the power from 
the Joppa plant was not priced at the rate which will apply when 
the plant is in full production. My understanding is—and I don’t 
have the full detail on this, so I think Mr. Nichols should be asked 
about it—that the arrangements with E. E. I. provide that initially 
before the plant is in full operation, that AEC will pay only the 
operating costs and part of the capital costs—not all the capital 
costs—and the full payment of capital costs will begin only when the 
kK. E. I. plant goes into full operation. 

I think to fail to bring out those points presents a false picture. 

Mr. Nicuots. I would like to comment. In other words, I think 
the implication was that the proportions of normal to interim, in 
other words, TVA supplied normal power in the amount of 
2,654,000,000 and supplemental 334 million. Whereas, E. E. I. sup- 
plied permanent 1,289,000,000 and interim 1,518,000,000. I read those 
reverse of what Mr. Kampmeier has stated. 

Mr. Kampmerer. Would you go on and explain, or perhaps you 
don’t know, that TVA normal power was power largely not generated 
by the Shawnee plant. 

Mr. Nicnors. That is right. It is still TVA power. 

Mr. Kampmerer. It is not TVA power in the sense that TVA did 
not generate it. We bought it where we could find it and delivered 
it to you. 

Mr. Nicuors. I would like to comment on that in a minute. The 
second question was in regard to the contract. We put a provision 
in the contract with E. E. L., here again on a competitive basis as an 
incentive for them to keep their schedules. That until such and such 
thing is accomplished, four generators are complete and furnishing 
power, we get the power-eat a cheaper rate. In other words, the in- 
centive is there to get the whole thing down. And we are capitaliz- 
ing. In other words, they are losing as a result by competitive en- 
terprise of having put thé at in the contract and we are gaining by it. 

All I am giving are the power bills as we have paid them. I would 
like to raise another fundmental issue, perhaps it could be raised by 
you people, but I would like to raise it if I could ask questions. In 
other words, why shouldn’t a Government agency working for na- 
tional security as AEC is doing, have first call on TVA power at the 
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cheapest rate they are selling to anyone. If they have to go buy 
extra power to supply their normal consumers, to subsidize the Ten- 
nessee Valley, why shouldn’t we have first call and they be charged 
the extra price? I just raise that as a taxpayer and not as General 
Manager. 

Representative Price. For the moment you are appearing here as 
General Manager. 

Mr. Nicuors. All right. I raise it as General Manager. In fact 
I have informally raised that with the Bureau of the Budget. 

Representative Hortrretp. Mr. Kampmeier, will you please reply? 

Mr. Kampmeter. I would be glad to comment on that and not only 
as a citizen but as a representative of TVA. We are very happy to 
stand on the record with regard to these costs. I would welcome and 
I would invite as much inquiry into these figures as the committee 
would like to make because the more you look into them the more you 
will find that the record shows that TVA’s cost for this power that it 
produces is much lower than the cost of the power that E. E. I. is 
producing. 

Senator Know.ianp. Mr. Chairman, at that point what I would like 
to clear up—and what we are doing here is seeking the facts on the 
situation—are the the figures as given by General Nichols correct or 
are they not correct ? 

Mr. Kampmerer. The figures are correct so far as I can tell at a 
glance. But unless they are explained they are misleading. 

Senator Know1ianp. But the figures are correct ? 

Mr. Kampmeter. The figures, 1 assume, are correct. For example, 
what I mean by that comment is this: It seems to me if you were to 
read back the record you will find that the statements Mr. Nichols 
made about TVA normal power and TVA supplemental power im- 
plied that the bulk of this power we were supplying, if he didn’t act- 
ually say so in so many words, is power produced by TVA. 

Senator Knownanp. I do not get that. I think he was saying, 
using the parlance of a small customer, that the bills that they made 
showed for the period of time he stated the rate per kilowatt-hour 
which showed that they were paying a higher bill per kilowatt-hour 
to the TVA than they were paying in those instances to the private 
power company. That is all I gained from his statement. 

I think it is a pertinent question. On your first statement I assumed 
that you were challenging the accuracy of the figures. There may be 
some explanation and I think that is entirely proper, to be made as 
to how this should happen to come about. I think it is a rather amaz- 
ing statement, actually, because considering the advantage on taxes 
and borrowing of funds, I would expect TVA power to actually be 
considerably less than that that could possibly be furnished by private 
utilities. 

So when the figures are reversed, I think both the committee and 
the Congress are entitled to both the facts and the explanation as to 
how that condition comes about. 

Mr. Kamemeter. I agree, Senator. I was pleased to be asked to 
comment because I wanted to be sure that the explanation was made. 
The comparison, for instance, for the first period (the calendar year 
1953) deals very largely with power not generated by TVA or by 
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E. E. I. and, therefore, does not raise with respect to that part of the 
pre any questions of differences in taxes or anything else. Very 

igely this deals with power which was generated by private systems 
in either case, but on the one hand delivered to AEC over E. E. I. lines 
and in the other case over TVA lines. 

TVA undertook by contract, well in advance to supply large 
amounts of power over and above its own generation, and spec ified a 
price at which it would deliver that power and undertook the res- 
ponsibility to do it, and that power is included in this TVA normal 
power. Then TVA furnished additional—supplemental—power from 
time to time as requested by AEC. 

The point I want to emphasize is that neither that part of the “nor- 
mal” power not generated at Shawnee nor the supplemental power 
should be taken as any indication of the cost of generation of TV A’s 
Shawnee plant or any of TV A’s plants. 

Senator Knowtanp. To get to the other question, which think is 
also pertinent, would not the AEC as a high priority Government 
customer and certainly a vital defense establishment, normally per- 
haps be expected to have a priority consideration in the TVA power 
under the general theory that a public body essential to the national 
security requires this power. 

Mr. Kamrmerer. I welcome a chance to comment on that, too, and 
it was a point I started to comment on a moment ago. Insofar as the 
AEC’s requirements are placed before us in orderly fashion and on 
a schedule which permits TVA to meet them by installing new gen- 
erating units in orderly fashion, then certainly we would expect that 
power “would be supplied to them at as low a cost, or at lower cost, than 
to anyone else. 

However, when we have thrown upon us on very short notice loads 
such as the large AEC loads, whether Federal or other, which call for 
emergency treatment, then I think it would be far from proper for 
us to try to take away from customers with whom we have entered 
into firm contracts to supply power from our facilities—take away 
power from them—and make them take higher-cost power in order that 
that power could be turned over to AEC on short notice. 

Senator Knowianp. Do you not have in some of your contracts 
with customers, even public bodies, a provision that forecloses them 
from getting any of their power from any other source even though 
it might be more convenient for them to do so? 

Mr. Kamemeter. I don’t think it goes so far as to say they can’t 
do it if it might be more convenient for them. 

Senator KNow.anp. Do you have so-called exclusion contracts ? 

Mr. Kampmeter. It provides that in the normal course of events 
we will supply all their power and they will buy all their requirements 
from us. 

Senator Know.anp. That in effect, to be perfectly frank, is to dis- 
courage them from going into any other source and getting power. 
Is that not a fact? 

Mr. Kampmerer. It should. It seems to me that is not directly 
related to this particular question. 

Senator Know.anp. I would think it was to this extent. If you 
are not able to take care of the AEC with this low-cost power to which, 
as a high-priority customer—probably the highest priority customer 
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the Government could possibly have to go in turning out and buying 
power from another source—as you testified, and therefore make the 
AEC pay a price which is actu: illy higher than the source they have 
been getting it from a private industry, it seems to me it becomes very 
pertinent in this inquiry as to whether it is either good business or 
sound policy for you to insist on your exclusive type of contracts 
when it is actually coming out of the hide of a Government agency 
such as the AEC, and the American taxpayer as well. 

Mr. Kampmetrer. Maybe I have not made myself clear, Senator 
Knowland, but if we were to undertake to supply whatever amounts 
of power AEC may ask at any time and supply it from our lowest- 
cost sources, the only way we could do that would be to keep idle— 
available on the shelf, so to speak—several hundred thousand kilo- 
watts of power not put to any other use except on a day-to-day basis 
in order that it could be there when AEC wanted it. 

That would be extremely poor economy for the Government. Asa 
matter of fact, even such relatively small amounts of margin as we 
have sought to provide have been denied us. To provide that kind 
of margins would be something far beyond anything that has been 
provided. 

To illustrate, AEC today has the ability to use several hundred 
thousand kilowatts more power than they have seen fit to contract 
with us to supply because they didn’t know whether they would want 
it or for how long they would want it. 

That will be the case, as I understand it, in the indefinite future. 
They are not prepared to contract for this power. We have not been 
given any authority by the Bureau of the Budget or by the Congress 
to provide generating capacity to make such power available if it 
is needed. 

In the event of all-out production of atomic-energy materials from 
time to time in the future, I assume we will be called on to supply 
that power. But we can hardly justify keeping an investment of 
roughly $100 million, let us say, in generating facilities standing idle 
just on the chance that next week or the week after AEC might ask 
for that power. 

Representative Van Zanpr. Will the witness stand aside for a 
moment so I may recognize Senator Gore from Tennessee, who must 
catcha plane. He has one question he would like to ask. 

Senator Gore. Thank you, Mr. Chairman. I am sorry I have an 
engagement which I must keep. I do have one question. 

If I may say so, as I see it, the big issue here is not the TVA. There 
is a question involved that is far more important and far bigger than 
the TVA, as important as it is. That question is the integrity, the 
responsibility, and the independence of the Atomic Energy “Commis- 
sion. I would like to ask the Chairman one question. 

Mr. Strauss, are you, as Chairman, willing to use or permit the use 
of the Atomic Energy Commission, with the atom in its hand, to 
impose your power philosophy upon the United States? 

Mr. Srrauss. Senator Gore, I know that you have not been present 
at the meetings which have been held in this chamber by the joint 
committee over the past several weeks. 

Senator Gore. Would you answer “yes” or “no” to that? 
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Mr. Srrauss. I have no power of any sort. I am one of five mem- 
bers of the Commission. I have one vote. 

Senator Gore. Three have testified against it, Mr. Chairman. Are 
you willing to use or permit the use of the Atomic Energy Commis- 
sion to impose your power philosophy upon the United States? Will 
you answer ? 

Mr. Srravss. I have no power philosophy, Senator Gore. I am 
perfectly willing to cast my vote in favor of this proposal. That is 
the only way I can answer the question. I haven’t a power philosophy 
as such. 

I have stated what my philosophy is with respect to the competi- 
tion of the Government with private business. 

Senator Gore. Thank you, Mr. Chairman. 

Representative Van Zanpt. Are you finished, Senator Knowland ? 

Senator Knownanp. For the moment. 

Representative Van Zanpr. Mr. Holifield ? 

Mr. Nicuors. May I make one comment, sir? 

Representative Van Zanpr. Yes. 

Mr. Nicuots. In regard to the week-to-week needs and putting on 
new requirements, I believe in part Mr. Kampmeier was referring 
to our recent request which was discussed here yesterday. We do 
have on the records a request for additional power at Oak Ridge. 
The reason we can’t say for certain—we have told them we are going 
to proceed with negotiations—but the reason we have to suddenly 
impose these particular power requirements is because, as you know, 
we revised our budget in the spring after originally submitted, and 
as a part of that revision we decided we needed more power from 
TVA at Oak Ridge. 

In other words, sure, we put sudden loads on TVA from time to 
time. As we get a requirement from the military and as we come over 
to Congress to try to get the appropriations, we, at that stage of the 
game, try to match our requirements for power either with private 
power or TVA. We do much of our work on a rush basis. We try 
to keep the TVA informed of what our needs will be. 

At the present time we are considering, say, in 1956 and 1957 the way 
we would operate our plants. In other words, what is the most eco- 
nomical for us? To balance the cost of raw material versus the cost 
of power; that is an economic study, and the job which Mr. Cook has 
here, which influences how we get the maximum quantity of material 
for the least dollars. 

The price we must pay for power from either TVA or EEI or 
OVEC, up in Portsmouth, determines that position. So we make those 
requests. If we get cheap power, if we can get it at the lowest cost 
TVA can produce, that means we will use more power versus trying 
to dig more ore. That is the type of economic study we try to do. 

People talk informally and I would like to put on the record that 
we have had the utmost cooperation from TVA in furnishing us 
power. This particular issue is one of economics and dollars. In 
other words, I don’t want anything I have said to imply in any way 
that TVA has, from what I have studied the record and my experience 
during the war in the Manhattan District, the TVA has always come 
through and tried to give us power every time we ask for it; this is a 
question of dollars. 
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Representative Hotirretp. General Nichols, when did you first send 
a letter to the Manager of TVA notifying them you would need 180,- 
000 kilowatts at the Oak Ridge facility ? 

Mr. Nicnoxrs. Sir, I didn’t send such a letter. I authorized Mr. 
Sapirie to send such a letter. I believe the date is February 26, 1954. 
Let me check that, sir. 

That is right; February 26, 1954, addressed to Mr. Wessenauer, 
signed by Mr. S. R. Sapirie. 

Representative Horirreip. You received a letter back on what date? 

Mr. Nicuots. I believe these were read into the record yesterday. 
Mr. Sapirie received a letter back on April 1, about 5 weeks later, 
and that also has been read into the record; as stated yesterday, it 
is my understanding, and I believe the TVA testified, that we dis- 
cussed this item before the Bureau of the Budget. Mr. Hughes said 
that this would be taken up as part of the general problem. 

Representative Hoitrrecp. As a result of Mr. Hughes making that 
statement, the TVA was precluded from furnishing a budget item to 
fulfill that need ? 

Mr. Nicnots. As I understand, that is the basic issue here. Whether 
TVA should submit a budget item to fulfill this need or whether they 
should use a private power. 

Representative Horirtetp. I know that is the basic question. The 
question I asked you was, They were precluded from presenting to 
the Budget a budgetary item to take care of your request; is that 
not so? 

Mr. Nicuots. As I understand they discussed it with the Budget 
and the Bureau of the Budget informed Mr. Saltonstall at an earlier 
date that they would either make alternate arrangements or would 
submit a supplemental appropriation. This is for power in 1956 
or 1957. 

Representative Houtrtetp. I know what it is for. It is for 135,000 
kilowatts in the place of 180,000 that you originally asked for. 

I will ask Mr. Kampmeier at this time: Were you permitted to 
plan or budget an item for the supplying of 135,000 kilowatts at the 
Oak Ridge facility ? 

Mr. Kampmeter. There has been no budget hearing on that. We 
have had no hearing from the Bureau of the Budget—only those 
joint discussions to which General Nichols referred. There has been 
no opportunity to develop an orderly plan for supplying that power. 

Representative Horirreip. So any delay on the part of TVA in 
furnishing a budgetary item to the Budget was beyond your power? 

Mr. Kamrmeter. We were told to wait. 

Representative Hotirretp. You were told to wait? 

Mr. Nicuors. May I make a statement on that? 

Representative Horirmeip. Yes, sir. 

Mr. Nicnots. We also put pressure on the Bureau of the Budget. 
We felt this was an urgent request and this issue must be resolved. 
As General Manager, I stressed that directly to Mr. Hughes and asked 
Mr. Strauss to stress it with him, that we must resolve this issue as to 
how we must get our power. I think we are both interested in that. 

Representative Hoiirteip. I would like the record to show that there 
is no lack of diligence on your part or the TVA that the budgetary 
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item has not been presented and plans have not been made to supply 
this at the Oak Ride facility. 

Mr. Nicuors. Yes, sir. I understand in the letter from the Bureau 
of the Budget to Mr. Saltonstall earlier, that it was stated that there 
would be permitted the introduction of a supplemental appropriation 
in this section of Congress if alternate arrangements could not be 
made. In other words, there would not be any holdup. Money would 
be made available as other money is on a fiscal-year basis if the Gov 
ernment is going by the one route of allowing TVA to build more 
plants. 

Representative Hotrrrerp. That is true. But there has been a 5- 
month delay in the allowing of that budgetary item, so there will also 
be a delay in the planning, will there not? 

Mr. Nicnors. I don’t know about the planning. We are going 
ahead with the planning. 

Representative Hoxirrecp. There is a need of the Government to 
have this power for an AEC facility that is being built at this time?! 

Mr. Nicuors. No, sir. We are asking for this power for facilities 
that are in the 1955 budget. 

Representative Horirterp. Yes, but it takes time to build the facili- 
ties and it also takes time to build the powerplants. 

Mr. Nicnors. Yes, sir. 

Representative Houirrmeip. They should be coordinated so that they 
will come out the same time. 

Mr. Nicuots. I agree with you that the Bureau of the Budget thinks 
that they have an alternate solution here which would get action as 
promptly one way or the other. I have bills go through Congress 
when they come up as a supplemental to where that is the desire and I 
understand the statement of Mr. Dodge was that that would be done 
in time for this session of Congress. 

Representative Horrrretp. I have before me page 6444 of the May 
19 Congressional Record in which a letter addressed to Mr. Hughes 
and signed by the chairman of the Independent Offices Subcommittee, 
Committee on Appropriations of the Senate, asked for the submis- 
sion not later than June 10 of the appropriation bills, and referring 
specifically to this item of 500,000 to 600,000 kilowatts of power for 
the Atomic Energy Commission and refers, also, of course, to the 
Tennessee Valley appropriations. It is past June 10 at this time. 

Now, we had some testimony yesterday from Mr. Wessenauer of 
the TVA in which he disagreed with your figure of a cost of $3,685,000 
more per year to the Government, and in which he gave figures in excess 
of $5 million. I do not have those figures available. 

Will you please give me that figure, Mr. Kampmeier, for the record ? 

Mr. Kampmeter. I believe the figure is $5.5 million. As long as 
there has been an interruption, if I may, I would like to add one more 
comment on the point that has just been covered. I would like to 
corroborate what General Nichols has said about their urging the 
Bureau of the Budget as to the need for proceeding rapidly with 
regard to the supply for Oak Ridge. There has been no difference of 
opinion between us with regard to the urgency of that. 

I don’t want any misunderstanding on that point. We have always 
been very proud of how rapidly we have been able to respond to 
AEC requests for piopesed, arrangements on new power supply. 
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Normally, I think the record would show that within 3 or 4 weeks 
after we are asked on what basis we can supply a large block of power 
that we give them a definite basis on which we are prepared to do it. 
We regret very much we have not been able to do it in this case. 

Representative Horrrrerp. As a matter of fact, the record will 
show that in the case of the Paducah plant that TVA was only 214 
months behind in its schedule and E. E. I. was 9 months behind in 
their estimated schedule of furnishing power to the Paducah plant. 
Is that not true? 

Mr. Kampmeter. That is about right. I was referring here merely 
to the matter of getting a proposal into AEC’s hands so they would 
know on what basis they could proceed. The matter of speed of 
completing the facilities is another point. 

Senator Knowianp. Was that delay caused in part by labor dif- 
ficulties ? 

Mr. Kampmerer. In the case of the Shawnee versus Joppa, the de- 
lays of both agencies were largely due to labor difficulties. 

‘Representative Horirreip. It was in the same labor area and you 
were dealing with the same unions of workingmen in the building of 
the Shawnee plant across the river from the E. E. I. Joppa plant; 
is that not so? 

Mr. Kamrmetrer. That is correct. 

Representative Hotirmip. And you were successful in solving your 
labor difficulties apparently quicker than E. E. I. was. 

Mr. Kampmeter. I believe that is right. 

Representative Van Zanpr. On this particular subject I would like 
to recognize Congressman Phillips, member of the House Committee 
on Appropriations. 

Representative Puriiirrs. Thank you very much, Mr. Chairman. 
There are only 1 or 2 questions that ought to be brought out there 
so as to get them in the record at this time. Is it not a fact, Mr. 
Kampmeier, that you have presented this, with the other members 
of the TVA group, to our subcommittee year after year? The sub- 
committee is personally familiar on our side, as on the Senate side, 
with the requirements and the proposed requirements for power. 

When my friend, Mr. Holifield, asks you if there was any concern 
or danger involved, over a possible delay in setting up this plant. 
First of all, the Bureau of the Budget was const: antly in touch with 
my committee as well as the Senate committee, you were constantly 
bringing this to our attention, and Mr. Nichols was constantly bring- 
ing this to our attention. 

Is it not a fact that AEC has first demand upon all power, TVA 
power, and TVA has first demand upon the power in the periphery 
and buys about 12 percent of the power from outside? So there has 
never ben any danger that in this process the security of the United 
States or the construction of any atomic facility will be in any way 
endangered. 

Mr. Kamemeter. I believe there are two points there and I assume 
you would like to have me comment on both. 

Representative Ho.irterp. Before you comment, I am sure you 
misunderstood me, Congressman Phillips, if you understood me to say 
there was a danger. 
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Representative Puitiips. I misunderstood you. 

Representative Hoxtrrexp. I certainly did not. 

Representative Puiiurps. Then I will consider that. 

Representative Horrrrevp. I said there has been a delay as a result 
of the budget precluding the TVA from budgeting this item for the 
Oak Ridge facility and the witnesses testified that they had been 
told not to present it. 

Representative Puiiiirs. May I comment on that? You see, this 
comes to us in March. From the very beginning it was understood 
that this item would not be in the regular budget, but would be in 
the supplemental budget which is still to come in, if it were needed. 
Whichever way it would go, that is the budget that would bring it in. 

Represents itive Hoxirietp. That is an obvious delay if it does not 
come in the regular budget. 

Represent: itive Puriirs. No; the supplemental bill comes in per- 
haps 2 weeks. That is where it was supposed to be, so we could first 
decide a question which is very important; that is, Is there any author- 
ity to build this?) That is something that has to be resolved before 
we get entirely out of the subject. 

Representative Houirirecp. Any thought of building what ? 

Representative Pumurrs. To build a steamplant ‘where the TVA 
wants to build this one. That is a legislative problem which pre- 
sumably has to come before your joint committee. Those are all 
points involved. It is not quite as simple as it seems to be set up here 
by Mr. Kampmeier. 

May I also ask Mr. Kampmeier one question upon this matter of 
the delay which I read about in the newspapers? I would say, Mr. 
Chairman, that I came over this morning, and I thank you very much 
for asking me up here, because I read in the newspaper certain things 
about cost which are not in conformity with the testimony before my 
subcommittee and also about this delay in building the plant across 
the river. 

Mr. Kampmeier, is it not a fact that the delay in building the plant 
across the river was dte entirely to an attempt at extortion on the 
part of one of the labor leaders which was a matter that could not be 
stated publicly until very recently but is now involved in a court case 
inthearea? Is that nota fact? 

Mr. Kampmeter. I didn’t understand that to be the sole source of 
delay. 

Representative Paiiiies. My committee so understands and has had 
that testimony before it for a long time. 

Further, is it not a fact that the delay in finishing the plant is al- 
most identical week for week with the work stoppages ? 

Mr. Kampmeter. No; I would hardly think so. 

Representative Patties. That is a simple matter of figures, Mr. 
Kampmeier. 

Mr. Kampmeter. Yes; it is. On the first unit, for instance, at 
Joppa they were about 9 months behind schedule and it was during 
that period that they had the labor stoppages. On the fourth unit, 
I believe they are roughly 16 months behind schedule and I believe 
that was less affected by abe difficulties. 

Representative Putiures. The Ebaseo Co. is well known for com- 
petency in building plants. You people know that as well as I do. 
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The private utilities went into this from testimony before my com- 
mittee, under conditions which were rather new to them. This labor 
difficulty was a serious matter, and how serious it will ever be in the 
future, I don’t know. 

Your committee should look into that. My committee definitely 
will look into it. 

But there is nothing that from any evidence before my committee, 
to show there would be a repetition in building of another plant. It 
was peculiar to the conditions at that time. 

Doesn’t the testimony bring that out in your case ? 

Representative Horirierp. I am sorry; I didn’t get the full content 
of your question. 

Representative Puttiies. Weren’t most of the conditions involved 
in those delays peculiar to that particular case and involved not one 
item but various conditions which would not be repeated ? 

Representative Horirietp. I am not in a position to sit in judgment 
on that. I would like some information on it. I do have here before 
me the McGraw-Hill Engineering News Record, issue of February 
25, in which they have this to say about the situation : 

Costs of all seven plants are given in the preceding table. More indicative 
are costs per installed kilowatt of capacity. These range, so far, from $127 per 
kilowatt at Johnsonville, to $144 per kilowatt including switchboard at Shawnee ; 
average for the 7 plants, using estimates for future work, is $140 per kilowatt. 
This figure is favorable by comparison with known costs of conventional indoor 
coal-burning plants. 

Reasons for Shawnee price of $144 per kilowatt are locations and schedule. 
It is in the Paducah area of labor strife referred to above, and on a site demand- 
ing more costly foundations and longer intake and discharge canals. 

It is noteworthy that the Electric Energy, Inc., plant across the river at 
Joppa—a totally outdoor plant—is reportedly costing $184 to $188 per kilowatt. 
Whatever hopes BE. E. I. and the private utility industry had of showing public 
power proponents how private enterprise can build bigger, better powerplants 
more cheaply went up the flue at Joppa—mostly because of the labor situation. 

The labor situation, of course, was equally applicable to these people 
because they also had labor difficulty. 

As long as the Ebasco fiasco has been brought into this thing, isn’t 
it true that the Ebasco group with the construction engineers for the 
E. E. I. for the Joppa plant to begin with ? 

Mr. Nicnots. Mr. Cook I think I can answer that. 

Mr. Coox. The Ebasco engineers were the engineers and construc- 
tion contractor on the project when the project first started. 

Representative Horirieitp. How long did they stay with the project ? 

Mr. Coox.I would have to give that approximately—a year and 
a half. 

Representative Hottrretp. Were they released by the Electrical 
Energy group. 

Mr. Cook. Yes; they were relieved from responsibility for con- 
struction. 

Representative Honirietp. At that time and other engineers hired ? 

Mr. Coox. That is right. 

Representative Hoxirretp. What reason did they give for releasing 
them? I won’t use the word “fired.” I will use the word “release.” 

Mr. Coox. I can give a statement that appeared in the St. Louis 
paper that was made by Mr. McA fee. 
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Representative Horirteip. I would like to have that. 

Representative Van Zanvr. Who is Mr. McA fee? 

Mr. Coox. He is president of Union Electric and president of Elec- 
tric Energy, Inc.: 

W. J. McAfee, Electric Energy, Inc., St. Louis, attributes the change of con- 
tractors from Ebasco to Bechtel to bad estimate on the part of Ebasco. He 
stated that in order to show AEC that they were doing their best to straighten 
out job difficulties they dismissed Ebasco. McAfee claimed only hearsay and 
indirect knowledge of labor situation and stated little doubt in his mind that 
payoff was sought. 

Representative Houirmxp. A little louder. I recognize this is a pain- 
ful passage to read. But will you read it a little louder? 

If you will start at the beginning, the press are straining their ears. 
All of their hands are to their ears. Will you please read it from the 
start? 

Mr. Cook. Yes, sir. [Reading :] 

W. J. McAfee, Electric Energy, Inc., St. Louis, attributed the change of con- 
tractors from Ebasco to Bechtel to bad estimates on the part of Bbasco. He 
stated that in order to show AKC that they were doing their best to straighten 
out job difficulties they dismissed Ebasco. McAfee claimed only hearsay and 
indirect knowledge of labor situation and stated little doubt in his mind that 
payoff was sought. Admitted receiving telephone calls in 1952 advising him to 
payoff, but was unable to recognize caller. McAfee asserts no payoff made. 
Ralph Moody, vice president, Union Electric Co., advised all his knowledge of 
labor strife and payoff pressure is hearsay. 

Then it was noted that Evan Dale has been indicted. Mr. Evan 
Dale was the labor leader in that area and subsequently James Bate- 
man, business agent of the pipefitters, was indicted. 

Representative Van Zanpt. Would you identify the paper and the 
date? 

Mr. Coox. The St. Louis Post Dispatch, dated April 29, 1954, gave 
an account of the indictment of Evan R. Dale and James Bateman. 

Representative Van Zanpr. What paper did Mr. McA fee’s state- 
ment pee in and on what date? 

Mr. Coox. My note indicates that it was in the St. Louis paper on 
March 26, 

Mr. Nicuors. May Mr. Cook also make some comment on how the 
times jibe between the strikes and the delay? That question I think 
was raised and then passed over. 

Representative Van Zanpr. Yes, I think so. 

Mr. Coox. There were a total of 20 partial stoppages, totaling 51 
days. There were a total of 24 complete work stoppages, totaling 115 
days. I think it is well recognized that a partial stoppage is almost 
as destructive to efficient work as a complete work stoppage. 

In addition, the work productivity prior to a strike and after a strike 
isnot very good. So those 2 total up 166 days. 

If you assume, and I think it is a valid assumption, that you lose 
about twice the actual days of the strike, you have lost 332 days or 
approxmiately a year. 

The delay on the first unit was approximately 9 months. I think 
Mr. Kampmeier testified that the delay on the fourth unit was 16 
months and the strikes had no bearing. The strikes had an immediate 
bearing on the fourth unit because the fourth unit was in construction 
along with all the other units and any delay on the job at all affected 
the work on the fourth unit. 
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Representative Hoxirrerp. Mr. McAfee does not apparently agree 
with you that was the only reason for the delay because he brought 
out other factors in his statement. 

Mr. Coox. He was indicating there that the reason for the labor 
difficulty was principally due to attempts on the part of the union 
to extort funds from the Ebasco Co. as a payoff to prevent strikes. 

Representative Horirretp. Did you have that experience, Mr. 
Kampmeier, with the TVA? Were you approached by any of the 
labor union people for extortion purposes? 

Mr. Kamemeter: Not to my knowledge. That is out of my field, but 
I don’t think anything like that happened. 

Representative Houtrme tp. How many days were you delayed on 
your project by labor trouble? 

Mr. Kamrpmerer. I don’t know and I hesitate to make an estimate, 
but my opinion is that it was perhaps half as much as EEI was 
delayed, 

Representative Hortrretp. About half as much ? 

Mr. Kampmeter. As a guess, it may have been somewhat less than 
half. I am not very sure about that. 

Representative Hoxtrretp. Now getting back to this Ebasco prob- 
lem, General Nichols, do you of your own knowledge know whether 
the Ebasco group is now participating in the Dixon- Yates proposal 
in a consultative capacity ? 

Mr. Nicuots. It is my understanding that if this proposal from 
Dixon-Yates leads to a definitive contract, that Ebasco will be their 
contractor. We feel we have no worry about that in particular be- 
cause we have eliminated the risk to the Government in large part by 
having a ceiling on the amount we will pay. 

In other words, as I stated yesterday, we are using the estimate of 
$107 million—I will round that off, there are some thousands after it— 
for the construction of this plant. The most that we will be subject 
to for increased costs will be 414 percent. That could be possibly re- 
flected in the power bill to the extent of $285,000. 

But we feel that the Dixon- Yates sponsored company would also 
lose that same amount so that they have a much greater incentive in 
this contract to be certain that Ebasco does a good job. 

Representative Hortrievp. I think I should ask you in fairness the 
question I asked yesterday of Mr. Wessenauer. I asked him if the cost 
of that plant should go above $117 million. And let us say go 42 per- 
cent higher as it did in the case of E. E. L., would that increased cost 
affect your contract ? 

Mr. Nicuots. I feel that the increased cost would be effective only 
up to the provisions of the contract which is 414 percent—and that 
would have to go to 9—if it would go over 9 percent that would not 
affect our contract. I would like to refer that question to my counsel 
and let him give his reasons. 

Representative Ho.trretp. I want to explore this fully. 

Mr. Nicuots. I think it should be. 

Representative Hotirtep. You do have a clause there, and in fair- 
ness to you, you should be allowed to answer this. It is clause No. 1 
in the appendix on page 4. 
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It says: 
This offer is subject to approval of regulatory bodies having jurisdiction. 
This is the Dixon- Yates offer. 
Mr. Nicuoxs. We considered that, and I would like my counsel to 
comment on it. 
Representative Honirrevp (reading) : 
And in the event of new laws, orders or changes in existing applicable laws— 


and I assume that refers to the regulatory laws of the State of Arkan- 
sas in which the town of West Memphis is located*and the site of the 
Dixon- Yates plant is located. 

So I would like to have the legal counsel at this time tell this com- 
mittee what we are to expect. 

Mr. Nicuors. I would like to emphasize first that this is a proposal 
and it was clear ly understood with Mr. Dixon that we are going to write 
a contract that fixes this thing with a ceiling. With that as a pre- 
amble, I would like Mr. Price to give his opinion. 

Representative Ho.irrexp. As a matter of fact, you did not write a 
contract, and I am not speaking of you pe rsonally, but the Commis- 
sion, that type of contract with E. E. I.? 

Mr. Nicuoxs. That is right. 

Representative Hotirreip. I have here in my hands a letter from 
Mr. Strauss to Mr. Yates of the appropriation committee, dated May 
19, in which he shows that the Joppa plant cost $58 million more and 
that it consequently cost more than the original estimate, and that it 
cost the Government $2,800,000 more per year in electrical rates than 
the original estimate. 

Mr. Srravuss. Mr. Chairman, the record should indicate that I was 
not a party to that contract. 

Representative Horirievp. I think that is right. Admiral Strauss 
was not on the Commission at that time. I am talking about the 
contract that was made. 

Mr. Nicuoxs. I would also like to state, sir, I don’t care whether 
I was here or not—mistakes sometimes are made—certainly we are 
profiting by that experience. I indicated very clearly the first time 
we started negotiating I as General Manager would never recommend 
to the Commission any contract in which there was no ceiling and in 
which we had no control over the job. 

When you get to Mr. Burch’s proposal that is one of my main argu- 
ments against it. 

Representative Van Zanvt. Commissioner Campbell has a comment 
at this point. 

Mr. ee I merely want to point out that I also was not on 
the Commission at the time of this contract. 

Representative Hoxrrretp. That is right. I would like the record 
to show that this is no reflection on any person on the present Com- 
mission. 

Mr. Srravss. I would not like my comment to indicate that it is a 
reflection on the past members of the Commission either. These are 
things that one learns from experience. I expect that the mistakes 
that the Commission is making today will be profitable to those who 
succeed us. 
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Representative Hoxirtetp. I agree with you on that, and I am doing 
my best to try to help you from making some mistakes. 

Mr. Srravss. I appreciate that. 

Representative Houirretp. Now, Mr. Price. 

Mr. Price. Mr. Holifield, first, it is clear to us that the ceiling on 
costs that the Commission may become liable for in the rate, this 444 
percent possible increase, is fixed and it is firm and the Commission 
will not have any liability in the rates for costs of constructing the 
plant in excess of the estimate plus this possible 414 percent. 

Now, as to this provision, before commenting on it, I would like to 
read into the record 

Representative Ho.irretp. Before you read, may I comment on what 
you said so we don’t lose the train of thought. Do you mean to say 
that the Dixon-Yates corporation, being incorporated and operating 
under the laws of the State of Arkansas, and being entitled to certain 
privileges of net earnings on capital investment over and above opera- 
tion and maintenance costs and amortization, depreciation and so 
forth, that they would not be legally in a position to enforce upon 
the AEC a State order of the Public Utilities Commission of Arkan- 
sas? Is this the position you are taking? 

Mr. Price. Changing the terms of this contract; yes, sir, that is my 
position. 

Representative Houtrretp. No. Changing the terms of the laws in 
regard to earnings of utility commissions based on data presented to 
the Arkansas Public Utilities Commission. 

Mr. Price. According to the terms of the contract. If I may I 
would like to read this provision and then comment on it. 

Representative Hourrretp, All right. 

Mr. Price. This is not a contract and has to be worked into a con- 
tract. 





This offer is subject to approval of regulatory bodies having jurisdiction and 
to force majeure. In the event of new laws, orders or regulations or changes 
in existing applicable laws, orders, or regulations adversely affecting wage rates, 
hours of work or other conditions, or active hostilities, any of which shall result 
in increased cost hereunder, the effect of such changes shall be incorporated in 
any contract resulting from this offer to the end that the rights of the seller 
shall not be impaired by such changes and the parties will enter into appropriate 
amendments of such contract to that end. 

Now we have explained yesterday—General Nichols did—various 
provisions in here forces cancellation or for adjustments up or down 
based on things like coal costs and some other applicable costs. 

Representative Houtrrecp. Labor. 

Mr. Price. What this is to cover is unforeseeable costs to the com- 
pany resulting from regulations affecting these kinds of conditions. 
The proposal is saying that we would want a contract that would 
recognize that that kind of increased and incidental costs—and I will 
try to give an example—are to be covered. 

For example, if a regulatory agency having jurisdiction pursuant 
to changes in law or changes in the regulation be able to impose new 
fees or bigger fees for boiler inspection or coal-weighing inspection, 
that kind of thing would come into here. But this is not intended to 
give by contract any authority t» any State regulatory agency to alter 
the terms of this contract insofar as changing the rate is concerned. 
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Representative Hoitrretp. It may not be intended to do that, sir, 
but as long as you have the words or other conditions which will result 
in the increased costs hereunder and the obligation to amend your 
contract and you are subject to the State commission utilities in the 
State of Arkansas, I say you have a loophole there as big as a barn 
door. There have been cases, and I put two of them in the record 
yesterday, where utility commissions did allow public utility com- 
panies increases in rates above that for which they contracted to the 
extent of 100 percent. 

Mr. Price. I was trying to listen. I think I got your reading of 
those cases. I did not understand that those decisions affected con- 
tracts for the delivery—I believe it was gas—to the Federal Govern- 
ment. What those decisions were doing was allowing the company 
to increase the rates that they were charging to the general public. 

Sure, I recognize that the State of Arkansas might change the 
wage rate—I mean the power rate—that utilities are able to charge 
the general public in the State of Arkansas. But you are asking me 
now, does the State of Arkansas have authority to up the charge that 
this company makes to the Federal Government on account of the fact 
that maybe it is not making enough money in this or other contracts; 
I would have to say I don’t believe so. 

Representative Houirre.p. All right. Just be sure that you write 
into any contract that you write the fact that the Federal Government 
is not subject to the laws of the State in which the utility operates. 
Will you? 

Mr. Price. Sir, the Federal Government may not be. This com- 
pany is obviously going to be subject to some regulation. I was 
addressing myself just then to the ratemaking power. 

Mr. Nicuots. Mr. Holifield, I would like to state that I am keenly 
interested that we be certain that we are not subject to any increase 
over this ceiling because I made such an effort and insistence when we 
first started negotiating that we were going to have such a ceiling. I 
first started with a fixed price as I stated yesterday. Then for reasons 
which I thought were good we gave this little spread to where we could 
take advantage of gains as well as losses. But I made certain that any 
losses that it was also going to cut into the profits of the company. 

Representative Hourrrecp. There has been a great deal of philoso- 
phy and letters read before this committee and other answers of wit- 
nesses about philosophy of private enterprise and all that sort of thing, 
and I think I am as much of a private enterpriser as anybody else 
and I am as much for getting socialization out of Government as any- 
body else. 

But I am not for subsidizing private industry in an underhanded 
way and not call it what it is, which is socialization. That is what 
you did in the OVEC contract and the E. E. I. contract. That is what 
the Atomic Energy Commission did. They did not protect the Gov- 
ernment. They subsidized them. They could not have built their 
plants unless they had the Government contracts behind the bonding 
plans. 

The same will happen with Dixon-Yates. They cannot build the 
plant because they can’t finance the bonds unless they have the 95 per- 
cent guarantee of the Government behind the bonds. 
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So you are having Government socialization in the Dixon- Yates pro- 
posal. And let not the record say anything else. Besides otherwise 
private industry would be putting up a 60-40 percent financing plan 
as it does anywhere else. 

Mr. Nicuots. That would run the cost up. 

Representative Hoxirteip. Certainly it would. You testified yes- 
terday that it will cost the Government $90 million more on a 25-year 
contract. 

Mr. Nicuots. I did not testify that, sir. I stated the additional 
cost, as indicated here, is $90 million. But I stated also we save a cap- 
ital cost of $100 million in the beginning. 

Representative Houirretp. You are not saving capital cost because 
at the end of the 25-year period the Government owns the plant and 
you are putting up the same guarantee behind the bond that you put 
behind two and a half percent bonds? 

Mr. Nicnuoxts. We should consider when we say the Government 
owns the plant as te what is the worth of the plant. I think the state- 
ment was made yesterday that the average lifetime of a plant is some 
35 years. That generally means at the end of 35 years the boilers and 
generators and what not have become so obsolete that it no longer pays 
a power company to operate them. So I would say a plant once it gets 
to be 35 years of age has very little value. 

Representative Hotrrietp. General Nichols, we have had ample tes- 
timony before this committee during these hearings that the private 
utility industry amortizes their plant on a 40-year basis. There is also 
an item of operation and maintenance to keep those plants in function- 
ing capacity. There are plenty of plants in the United States, and you 
know it as well as I do, that are running in their 60th and 75th year 
with constant renovation. 

Mr. Nicnots. They run only to furnish what they call peak power 
and high-cost power. 

Representative Hoxtrieip. There is a value to them and whatever 
that value may be we won’t argue at this time. 

The TVA facilities that were built many years ago are still operat- 
ing and will be operating past the 25-year contract period, I assure 
you. 

Mr. Nicuots. They have not had the experience yet. Not that their 
plants won’t last. I assume they will. 

Representative Van Zanpr. Admiral Strauss, would you like to 
comment ? 

Mr. Srravss. Is the joint committee on record in years past as criti- 
cal of the O. V. E. C. and E. E. I. contracts because, if so, I did not 
know it? I would be enlightened to be referred to it. 

Representative Ho.triecp. There has been congressional criticism 
of it. 

If you want me to read some of it in some of the hearings, I can read 
you what Congressman Phillips and Congressman Thomas of Texas 
said in regard to these contracts. I will tell you about the joint 
committee. 

Both of these contracts, particularly the O. V. E. C. contract, were 
before the joint committee. I didn’t have the time to study them. 
I went on record and said I would not approve such a contract al- 
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though I did not have the time to study. I am on the record of the 
committee in that way. I did not sign the report. 

It would appear to me that if we would look into those two contracts 
the committee might be critical of them from what I found out about 
the Dixon- Yates proposal. 

Mr. Strauss. I shall certainly do so. 

Mr. Nicnwots. Could I make another statement, Mr. Holifield, on 
the two comments you made? I don’t know whether these will be 
questions or statements. 

Representative Horirretp. Yes, 

Mr. Nicuots. One, in regard to the contract of O. V. E. C. and 
E. E. I., we have had the Federal Power Commission review all the 
terms of those contracts and the FPC passed on them, They were 
considered good contracts. 

The second comment I would like to make is in regard to this time 
period and who owns plants. When we contract with TVA, we have 
to set a period as to the length of the contract. And that also deter- 
mines the rate we will be paying TVA, and what period of time we use 
to amortize it. 

So we have had to deal with both agencies, both private and govern- 
ment here, on a comparable basis. 

Representative Price. Will the gentleman from California yield? 

Mr. Nicuots. The contracts are different in every case. 

Representative HouirieLp. Yes. 

Representative Price. I think there is one big difference in the 
E. E. I. contract which was before the joint committee. There is a 
big difference. The E. E. I. is across the river from the Atomic Energy 
installation at Paducah. We can see some justification for the Atomic 
Energy Commission being involved in that particular contract. It 
is a little difficult for me to see the justification for the Atomic Energy 
Commission being involved in the West Memphis contract because you 
are at least 200 miles from any atomic energy installation. I think 
that is the big differenee. 

Mr. Nicnoxs. It was explained yesterday. 

Representative Price. I know it was explained. It was not a very 
good explanation. To me it does not justify the Atomic Energy Com- 
mission serving as a broker in the power business for another agency. 

Mr. Nicnots. No. As we stated yesterday, and as I prepared the 
letter which was passed on by all of the Commission, we forwarded 
this to the Bureau of the Budget with the assumption that the Presi- 
dent could only make that determination or Congress that this is in 
the best interests of the United States, 

Representative Price. The Commission is now in the position of 
attempting to justify an untenable situation. 

Mr. Nicuots. I consider what I am trying to do here, sir, is to give 
facts that have come out and how the Commission arrived at its 
opinion, and as to what the opinion of the individual Commissioners 
are, and what facts we presented to the Bureau of the Budget. 

I also had authority yesterday to read certain letters into the record 
which gave the opinion of the budget. 

Representative Price. Wouldn’t that put the Atomic Energy Com- 


mission in the position of supplying power as a broker? 
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Mr. Nicuots. As indicated, three of the Commissioners would not 
prefer to be in such a position. All five have stated that having re- 
ceived a legal order that they say it is the appropriate thing to do to 
carry it out. 

Representative Price. I think it has been pretty well established 
here that is the situation. 

Mr. Nicuors. That is,sir. There is no denying of that. We have 
received instructions indirectly, but we know that they came from the 
President of the United States. 

Representative Price. In other words, the Commission is being 
used in this? 

Mr. Nicnors. For the best interests of the United States as ex- 
pressed by the Bureau of the Budget. 

Representative Price. It does not indicate that because it is cost- 
ing the taxpayer more in the long run. 

Representative Pures. No. 

Mr. Nicuors. I think the letter from Mr. Hughes to Senator Sal- 
tonstall which I read into the record yesterday gives the arguments 
on the part of the administration as to why they think this extra cost 
of $3,600,000 is to the best interests of the United States. I don’t 
feel that I, as general manager, with a Commission as I have, should 
be required to go further in defending that. 

I feel there are many people in the United States—maybe Mr. 
Phillips cares to defend it. That is a policy question. 

Representative Van Zanpr. General, do you have a comparative 
analysis of the costs that you can make available at this time? 

Mr. Nicuots. You mean of this situation ? 

Representative Van Zanpr. Yes. 

Mr. Nicuots. Yes, sir, I do have. I would like Mr. Cook to pre- 
sent that. We could put it in the record. 

Representative Van Zanvr. Does this material relate to the infor- 
mation that was contained in the letter to Senator Saltonstall ? 

Mr. Nicuors. Yes, sir. 

We could give you an analysis of how we arrive at these various 
figures. I think the first one that Mr. Cook has that is pertinent is 
the analysis that compares our costs in the future with our present 
costs under the Paducah contract. That is not three million six. 
That is a lesser figure, because in the course of these discussions with 
TVA, we found that they were charging us more than costs by their 
own figures. It is one issue I have raised with the Bureau of the 
Budget and asked them what do we do about it. I would like Mr. 
Cook to explain this. 

Further, I would like to state that we were first asked to agree 
with TVA on figures that represented increased costs. I asked Mr. 
Cook to sit down and do that with the TVA at the suggestion of 
Mr. Hughes. We attempted to do it and found we could not reach 
agreement on the increased costs. After talking with Mr. Hughes, 
1, in fact, implied he had given me an impossible job. He set up 
Frank Adams as a sort of referee and impartial individual. 

Representative Van Zanpr. Whois Mr. Adams? 

Mr. Nicnors. Mr. Frank Adams is head of the Power Division of 
the Federal Power Commission. It looked to me like a good choice. 
Here is a man who knows about setting rates throughout the United 
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States. He has been asked to referee for the Bureau of the Budget 
what is the correct cost analysis of the increased cost to the Govern- 
ment. 

Mr. Hughes based his findings on Mr. Adams’ figures. I have in- 
dicated to Mr. Hughes I have no disagreement with Mr. Adams’ 
figures. In other words, we buy them. The TVA yesterday indicated 
they do not agree with Mr. Adams’ figures. In fact I think it might 
be appropriate that you call Mr. Adams at some stage of the game to 
ask him what he thinks about the difference of opinion. 

Representative Hotrrieip. I would like to have him here this after- 
noon, because I would like to know if Mr. Adams certifies those figures 
or if he was called into consultation. I would like to know whether 
he represents the position of the Federal Power Commission or 
whether he was just a consultant. 

Mr. Nicuots. Whom I also use, sir. 

[ asked Mr. Hughes to loan Mr. Adams to me at the time I sat down 
for the final talk with Mr. Dixon when he had all of his people in one 
Saturday morning. That was when we looked over this proposal very 
closely and insisted on certain other things added. 

[used Mr. Frank Adams at that time as a personal adviser to me on 
what to be sure to make them stick in the proposal because I felt he had 
experience in rate setting. So he has been acting as a technician aiding 
me in seeing that we get a fair proposal. I am trying to look out for 
the interests of Uncle Sam and to be certain that if we go into this 
contract we have the best deal we can make. 

And then in turn he has been acting as a consultant or some type of 
adviser, which he can explain better than I can, to Mr. Hughes. 

Representative Van Zanpr. The Chair will arrange to have Mr. 
Adams here this afternoon. 

Mr. Nicnors. You can call Mr. McCandless on that if you desire. 
I indicated this morning I was going to suggest that rather than our 
arguing about it. I don’t think that 1s proper. 

Representative Van Zanpr. Is this Mr. Francis L. Adams? 

Mr. Coox. Yes. 

Mr. Nicnors. If you call Mr. McCandless in Mr. Hughes’ office he 
can arrange it. 

Representative Horirrerp. Did you have a General Accounting 
Office man sit in with you? 

Mr. Nicuots. No, sir; although we have been furnishing informa- 
tion to the General Accounting Office. 

Representative Hoxirrmitp. Don’t you think it would be a good 
idea to bring the General Accounting Office in before you write this 
contract ? 

Mr. Nicos. We would consult them. The General Accounting 
Office we do not feel has the responsibility for negotiating our con- 
tracts. We do follow the practice from time to time when we have 
some questionable provision in a contract, of referring it to the Gen- 
eral Accounting Office to get their opinion. We would do that if we 
felt we had anything in question here. 

Representative Hoxirieip. Did you also consult with Mr. Guy Thax- 
ton of the Atomic Energy Commission who is in charge of your power 
negotiations ¢ 





AMEND ATOMIC ENERGY ACT OF 1946 1057 


Mr. Nicnots. The responsibility for negotiation in this case of 
course ends in me as actual negotiator, and in turn the chain of com- 
mand goes down through Mr. Cook, through Mr. Derry, and then he 
has a couple of other people. Mr. Thaxton is another individual. 

Representative HottrreLp. What is his title? 

Mr. Cook. He is chief of the power branch in the construction and 
supply division. 

Mr. Nicnotrs. I thought this was so important that I would sit in 
personally and did on the final talks with Mr. Dixon and I was kept 
advised at every stage of the game by Mr. Cook. 

Mr. Coox. Mr. Leo Meyer was there who is also a power man and 
an engineer with 16 years of experience with the Federal Power Com- 
mission. He sat in on all the negotiations with us. 

Representative Hoxtrretp. What was his title? 

Mr. Coox. He is in the Division of Production as Deputy Chief, 
Management and Statistics Branch. 

Representative Hoiirrm.p. But you didn’t feel it was necessary to 
consult your chief of the Power Division? 

Mr. Coox. No, sir, I did not. 

Representative Hoitrreip. Is Mr. Thaxton present in the room? 

Mr. Cook. No, sir, he is not? 

Representative Hoxirretp. What is Mr. Thaxton’s background of 
oy 

Mr. Coox. He is a graduate electrical engineer, I think from Geor- 
gia Tech. He has been in various phases of construction, supply of 
electric power and has been in various Government agencies in con- 
nection with power. 

Representative Hoxtrretp. Do you consider him a competent man 
to head that Division ¢ 

Mr. Coox. Very competent. 

Representative Hotrrretp. Were you asked by a member of the staff 
to have him present this morning? 

Mr. Nicnors. I can answer that, sir. I was informed by Mr. Trap- 
nell that probably it would be desirable to have him at some stage 
in the testimony. I thought, of course, that Mr. Burch was going to 
be on first this morning and I also wanted to raise the question of who 
do we bring here. 

In other words, we have these people down through the chain of 
command. As I say, I take the responsibility for having negotiated 
the proposal to date. Whether we have everybody on my staff—I 
don’t even know who Mr. Thaxton is. 

Representative Hoxtrrevp. He is Chief of the Power Division. 

Mr. Nicnots. I know. But I rely on Mr. Cook. 

In this particular case, I told Mr. Cook “You personally see that this 
particular proposal is in the best shape a, I anticipated such 
a hearing as this, and I assumed that Mr. Cook is a better man than 
anybody he hasin his shop. And I also brought in, as I stated earlier, 
Mr. Frank Adams to advise me personally. 

On the morning of the final date we met with Mr. Dixon, I brought 
in the proposal in draft. I went over it with Mr. Frank Adams and 
got his personal opinion on certain provisions and certain things I 
should raise questions about. 

In other words, I think I was very competently advised by power 
authorities. 
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Mr. Coox. Mr. Thaxton is Chief of the Power Branch in the Con- 
struction and Supply Division. When we get into the negotiations of 
a contract, he will participate in those negotiations. He has partic- 
ipated in the negotiations and review in a staff capacity of our major 
power contracts, the OVEC power contract, the E. E. I. contract. 

In addition, we look to him to follow from a staff standpoint the 
engineering and construction and operation of those facilities. He is 
busily engaged in that. p 

From my own personal background—I am a graduate engineer, 
registered in two States—I have been intimately associated with the 

ower business in one form or another for a good many years and 
eee participated in all of the negotiations of the major power con- 
tracts for the Atomic Energy Commission. 

Representative Horirievp. Mr. Cook, I have known you for several 
years, and I certainly don’t want to reflect on your capabilities. I 
recognize that, sir. 

Mr. Nicnots. We considered this too important to drop down on a 
low level. 

Mr. Srravuss. Mr. Chairman, I would like to comment on that. Ob- 
viously I could not and would not raise the question of the outhority 
of the joint committee to summon any employees of the Commission, 
but I hope that Mr. Holifield and all of you gentlemen will consider the 
implications on the morale and the efficiency of any organization if 
the employees down the line are to be brought in to testify on a mat- 
ter of this sort where the heads of the agency, the General Manager, 
are available. 

I think it is a very radical departure, and I hope it will be very care- 
fully considered before you insist upon it. 

Representative Hoitrreip. I am somewhat convinced by your logic, 
Admiral, on that point, and I certainly don’t want to do anything to 
hurt the morale of the employees. | 

Possibly I can dispose of this by 2 or 3 questions. The Chief of 
your Power Branch was not consulted on either the Dixon-Yates or 

on Tresckow proposal ? 

Mr. Cook. He participated and sat in on all the discussions of the 
Von Tresckow proposal. 

Representative Hortrrecp. Has he expressed an opinion to you in 
regard to the Dixon-Yates proposal in comparison with the Von 
Tresckow proposal as to which is the best for the public interest? 

Mr. Coox. No, sir, he has not, and I have not asked him for his 
opinion, 

Representative Van Zanpr. Is he in a policymaking position ? 

Mr. Coox. No, he is not. _ 

Representative Hoxtrretp. I will not press my point because I have 
the utmost confidence in Mr. Strauss and his judgment on that 
matter. 

Now, there is one point I would like to leave in the record very 
»lain; that is, that the AEC did not initiate this proposal with the 

Jixon-Yates people. They did not originate or initiate this proposal 
that they become a broker between a private utility and the TVA. 

Mr. Nicuors. I would not quite buy the word “broker,” Mr. Holi- 
field. We did not initiate the idea that we should enter into a power 

contract, but we received a proper directive to explore the situation. 
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Representative Hotirrerp. With Mr. Dodge of the Budget Bureau? 
Mr. Nicos. I think it was signed by Mr. Hughes, acting at the 
time: 

But we did initiate the Dixon-Yates proposal. In other words, we 
called in Mr. McAfee and Mr. Dixon. But we let it be known to 
various power companies; we felt the power companies around the 
periphery would be involved. 

Also, the Bureau of the Bulget asked certain ones to come see us 
and participate. I personally talked to Mr. McAfee at one stage of 
the game. At one other time, I talked to Mr. Yates, of Southern. 
I outlined to them what the problem was. 

At an early stage of the game, Mr. McAfee indicated during the 
discussions of putting another plant in the E. E. I. area or expand- 
ing E. E. I. that it would not be good engineering. He felt that we 
should move to the lower part of the TVA system from an engineer- 
ing point of view. That is one of the reasons why Mr. McAfee felt 
there should be more southern companies pulled in, in other words, a 
company down there. 

It finally culminated where Yates, who is president of the Southern 
Co., and Mr. Dixon, of Middle South, made a joint proposal. They 
are involved along with other utilities in there. It was decided among 
them that this is the way to handle this particular problem. 

Representative Horirretp. Were there any other groups besides 
the Dixon-Yates group approached and told that the Government 
would need this amount of power ? 

Mr. Nicnots. I don’t know who all Mr. Hughes told. He was in- 
terested in this also. 

Representative Horirrerp. But as far as you are concerned, the 
Yommission did not approach other groups nor advertise for the need 
of the Commission for this power? 

Mr. Nicuors. It was of course certainly well known. It was in 
the congressional testimony that this was something under considera- 
tion. The President announced it in his Bureau message. We got 
proposals from Mr. Burch and we got one from some other man 
that indicated interest. And we got several letters. 

Representative Hotirrmetp. You only affirmatively approached the 
Dixon-Yates group? 

Mr. Nicuots. No, sir; we approached Mr. McAfee, of Union Elec- 
tric. We approached him as president of E. E. I., and of Union 
Electric of St. Louis. 

Representative Hotirietp. And they were not interested ? 

Mr. Nicuors. Mr. McAfee was interested at first. 

Representative Ho.irretp. But he made no proposal? 

Mr. Nicuors. Yes, at one time—he made no written proposal; no, 
sir. At one time he was considering that the proper thing to do would 
be to bring his company in with Dixon-Yates, but later he passed 
on word to me that unless we thought it absolutely essential that he 
be a party to this thing he preferred to withdraw because his area 
was farther to the north. I started on the northern side of TVA as 
being a place to start. 

Did anybody else make proposals ? 

Mr. Coox. We received inquiry from the firm of Sanderson and 
Porter. After talking with sie several] times over the phone, indi- 
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‘ating the problems involved, they wrote to us and said they would 
not submit a proposal. 

Representative Van Zanpr. General, at this point yesterday the 
charge was made here that this is a tailor-made deal. I would like 
you to comment on that. 

Mr. Nicnots. I question whether that is really a fair charge. We 
explored how would you get power around the periphery. We knew 
that TVA did not need the power, because of the engineering prob- 
lems involved, in the Paducah area. We also knew that TVA was 
proposing their plant at Fulton. In other words, that indicated their 
engineering solution. 

Our own explorations indicated that was the proper solution. So 
we explored with the companies that we felt might show interest, ask- 
ing Mr. McA fee to see if he could contact other companies that were in- 
terested in this and explore the proposals—they did it before on the 
E. E. I. proposal—to where you get someone in the utility business to 
work on this. 

I think we did assume, a logical assumption, that in order to have 
firm economical power that you would need a utility company that 
could tie into a system somewhere. Our demands, if we are going to 
have a continuing demand at Paducah and somehow get replacement 
power, required a very firm supply. 

Generators go out; they go out for maintenance ; and sometimes they 
go out not intentionally, in other words, not on a schedule. 

The problem of a firm supply means that you should be tied-in in 
some way with a source of power in addition to the power plant you 
build. As TVA, in one of their arguments as to increased cost, st: ates 
that even if we have this plant they have to throw extra dollars in to 
firm-up the supply because the Dixon-Yates proposal allows only for 
firming-up the supply from their accompanying system. 

Here it is both systems and their associated companies. That would 
firm-up against one generator going out of operation at one time. If 
two go out, then there is a power drop and somebody else has to make 
up the power. 

Isn’t that right, Mr. Cook ? 

Mr. Cook. Yes. 

Mr. Nicuots. He has much more detail than I have on this proposal. 
This is my understanding. 

That is worth dollars. As TVA says it is worth more dollars than 
we put in for the second generator. If you didn’t have a company to 
back up one generator, it is worth more dollars. All those things have 
to be considered in your final decision as to what is the best proposal] 
for the Government to get a firm power supply which is dependable 
and that you are certain will come in at a reasonable schedule and 
after you have it, that you have provisions for contingency in case of 
accident to generators, That is why you need a tie-in w ith the system. 

TVA is tied-in with these systems. They all have power going 
back and forth. At times, TVA furnishes them power and at times 
others furnish TVA power. In fact, the illustration was used this 
morning as to why TVA charges more, because they get the power 
from the other companies. That is why we approached, I think as a 
logical basis, the utility systems so I don’t think i it is tailor-made. I 
think it is logical. 

Representative Van Zanvt. Thank you. 
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Representative Horrrrevp. Mr. Chairman, I have here in my hand 
a letter from the Acting Comptroller General of the United States in 
response to some questions which I asked. The letter is dated June 
1, and signed by Mr. Frank H. Weitzel. It comments on specific 
questions which I asked him. 

In order that I might have the letter fairly interpreted, I ask that 
it be put in the record at this point in its entirety. 

I will read, only, the following two paragraphs: 

The General Accounting Office has not been a party to any of the negotiations 
relating to this proposal. Pursuant to an informal request by a member of the 
staff of the Joint Committee on Atomic Energy a comparison of estimated costs 
under the proposal with costs under existing AEC power contracts, including 
that with TVA, was delivered to the committee staff on May 12, 1954. The 
information for this cost comparison was obtained by GAO auditors from officials 
of AEC. A copy of the comparison is enclosed. 


Then this further comment: 


The General Accounting Office is in agreement with the position expressed by 
AEC (pp. 7 and 8 of the AKC letter to the Bureau of the Budget) that any costs 
(subsidies) involved in the Dixon-Yates proposal over and above the cost of 
power to AEC under its present contract with TVA should, in accordance with 
all good accounting and budgetary standards and congressional control, be borne 
by the latter. 


Mr. Nicuots. Which is “the latter”? 
Representative Hotirintp. Borne by the TVA. It substantiates 
your position. 


Indeed, absent such an arrangement, it would appear necessary for the Presi- 
dent to invoke the extraordinary contracting authority of section 12 (b) of the 
Atomic Energy Act (42 U. 8. C. 1812 (b)), or the AEC to resort to the First War 
Powers Act for authority to enter into a contract such as proposed by Dixon- 
Yates. It is suggested, also, that if an arrangement similar to the Dixon-Yates 
proposal is to be consummated, consideration be given to the feasibility of letting 
the contract to the lowest bidder after advertised bids. 


Representative Van Zanpr. If there is no objection, we will make 
the letter a part of the record. 
(The letter referred to follows :) 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, D. C., June 1, 1954. 
Hon. CHet HOLirFiexD, 
House of Representatives. 


Dear Mr. Howirrerp: This is in reference to your letter of May 28, 1954, 
requesting information concerning the so-called Dixon-Yates proposal to supply 
electrical energy to Tennessee Valley Authority under a contract with Atomic 
Energy Commission. 

In the President’s budget message (p. M-84 of the 1955 budget) it was sug- 
gested that TVA’s power commitments to AEC be reduced by 500,000 to 600,000 
kilowatts by arrangements for furnishing these load requirements from other 
sources. Accordingly, it appears that the proposal to AEC was pursuant to 
the President’s suggestion and a request of the Bureau of the Budget that AEC 
explore such a possibility. 

The reason, apparently, that AEC appears in this proposal as an intermediary 
is that AEC, under the provisions of section 12 (d) of the Atomic Energy Act 
of 1946, as amended (42 U. S. C. 1812 (d)), may enter into long-term (25 years) 
power contracts, and that such a long-term contract would tend to lower the 
cost of money to the sponsors of the proposal. This reason is cited by the 
sponsor. Also, it is pointed out that since the power involved would be utilized 
by the Government for a purpose related in the main to defense, the sponsors 
assert that they would be able to finance with a larger proportion of long-term 
debt than would be permitted by regulatory authorities in a normal public 
utility situation. (See p. 12 of the offer.) 
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The General Accounting Office has not been a party to any of the negotiations 
relating to this proposal. Pursuant to an informal request by a member of the 
staff of the Joint Committee on Atomic Energy a comparison of estimated costs 
under the proposal with costs under existing AEC power contracts, including 
that with TVA, was delivered to the committee staff on May 12, 1954. The 
information for this cost comparison was obtained by GAO auditors from 
officials of AEC. <A copy of the comparison is enclosed. 

Except for a copy of the proposal itself, dated April 10, 1954, and a copy of 
the letter of the Chairman, AEC, to the Director, Bureau of the Budget, dated 
April 15, 1954, referring the proposal for consideration by higher authority, 
this cost information is all the data available in this Office. I understand that 
the Federal Power Commission has been requested to examine the proposal but 
I have no knowledge of its findings. 

The General Accounting Office is in agreement with the position expressed 
by AEC (pp. 7 and 8 of the AEC letter to the Bureau of the Budget) that any 
costs (subsidies) involved in the Dixon-Yates proposal over and above the cost 
of power to AEC under its present contract with TVA should, in accordance 
with all good accounting and budgetary standards and congressional control, be 
borne by the latter. Indeed, absent such an arrangement, it would appear neces- 
sary for the President to invoke the extraordinary contracting authority of 
section 12 (b) of the Atomic Energy Act (42 U. 8S. C. 1812 (b)), or the AEC 
to resort to the First War Powers Act for authority to enter into a contract such 
as proposed by Dixon-Yates. It is suggested, also, that if an arrangement simi- 
lar to the Dixon-Yates proposal is to be consummated, consideration be given to 
the feasibility of letting the contract to the lowest bidder after advertised bids. 

If I can be of further service in this matter, please call on me. 

Sincerely yours, 


(Signed) FRANK H. WEITZEL, 
Acting Comptroller General of the United States. 


(The documents are as follows :) 


Comparison of annual cost to Federal Government for power supply delivered to 
TVA system in Memphis area 


[For 600,000 kilowatts of demand and 5.2 billion kilowatt-hours a year] 


Estimated cost of increasing TVA net capability 650,000 kilowatts 
(at Fulton or at Fulton and Johnsonville) : 
Fixed costs: Plant and transmission facilities (interest 2%4 
percent, 30-year amortization, replacement, insurance, and 
fixed operating costs) — 


Cost to Government: 
Oe i aR et eth iaiie i acs 
Per kilowatt-hour (mills) 


Accepting Dixon-Yates proposal (new plant of 650,000 kilowatts net 
capability at West Memphis, Ark.) : 

Demand charges (interest 34 percent, 30-year amortization, 
9 percent return on equity, replacement, insurance and fixed 
operating costs) 

Pnergy charges (fuel cost 19 cents per million B. t. u.’s) 
Total, Dixon-Yates charges 18, 463, 000 

TVA transmission costs (from point of interconnection 
middle of river to TVA Memphis substation) ~.-...-~~- ’ 607, 000 


Cost to Government (excluding taxes) : 
Per year 
Per kilowatt-hour (mills) 


1 Distribution of total costs to fixed and variable components made on basis comparable to 
Dixon-Yates demand and energy charges. 
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Comparison of annual cost to Federal Government for power supply delivered to 
TVA system in Memphis area—Continued 


Taxes: 
Arkansas, State and local . $1, 499, 000 
Federal income 820, 000 


Subtotal 2, 319, 000 


Cost to Government (including taxes) : 
Per year 21, 389, 000 
Per kilowatt-hour (mills) 4.11 
eg gE EEE SS DLT 820, 000 

Net cost to Government: 

Per year 20, 569, 000 
Per kilowatt-hour (mills) 3. 96 
Additional cost to Government, per year si . 3, 685, 000 


The additional cost of Dixon-Yates power is due to the following: 
State and local taxes $1, 499, 000 

Extra cost of money (2% percent versus 3% percent interest) 
(return on equity 9 percent) 1, 059, 000 
Extra fuel costs” 309, 000 
211, 000 


CE Se PE Te Oe IN ics ccendpatibinneneh mepmnenmniabaenaiel 3, 078, 000 
Fistre FVA CeO CONT g tcntentwend erected etn ete 607, 000 
Total 3, 685, 000 


Increasing TVA net capability 650,000 kilowatts: 
Cost to Government, per year a ee 
Adjustments TVA would make: 
Decreases : 
1. Use of 35-year amortization instead of 50 years_______.._--~-- 531, 000 
2. Use of plant efficiency of 9,350 instead of 9,917 B. t. u.’s per 
kilowatt-hour 
3. Credit for Federal income tax from bondholder__—_ ; 391, 000 
_... 1,470,000 
ora: 


Accepting Dixon-Yates proposal (new plant of 650,000 kilowatts net 
capability) : 
Net cost to Government, per year (excluding Federal income 
taxes) odbc ated 20, 569, 000 
Additional cost to Government__—- _.. 3, 685, 000 


Increases : 
4. Cost of standby power with 2 units out 
5. Increased TVA off-peak transmission losses_...........- ~~ 186, 000 
6. Amortization of special costs at Shawnee___________________ 200, 000 
7. Credit for Federal income tax from bondholders__..._....... (174, 000) 
412, 000 
20, 981, 000 
5, 567, 000 
2 If coal can be delivered by barge to Memphis site of Dixon-Yates, 55 miles downstream 


from Fulton, at same cost as at Fulton (as assumed by Dixon-Yates), then this cost would 
be reduced by $309,000. 
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CoMMENTS 
REASONS FOR NOT ACCEPTING TVA ADJUSTMENTS 


Adjustment 1: Costs under the Dixon-Yates proposal are based on 30-year 
amortization of its bonds and a direct comparison with Fulton-Johnsonville 
combination can be made only on same amortization. 


Adjustment 2: The Dixon-Yates proposal was predicated on an estimated 
plant cost, using 4 units, with estimated plant efficiency over the 25-year period 
of 9,917 B. t. u.’s per kilowatt-hour. To obtain a realistic comparison it 
seemed equitable and proper to assume the same number and size of units and 
the same thermal efficiency. 

Adjustment 3: The adjustment for Federal income taxes from bondholders 
was not included because the amount cannot be readily determined and in many 
respects is an intangible figure. 

Adjustment 4: The Dixon-Yates proposal is predicated on a firm delivery 
of 600,000 kilowatts with 1 generating unit (of a 4-unit plant) out of service, 
the necessary reserve capacity to be supplied from the systems of the sponsoring 
companies. Normal practice on many utility ssytems is to determine system 
requirements on the basis of an outage of the largest generating unit. 

Adjustment 5: With increasing loads in the Memphis area, these losses would 
be diminished. 

Adjustment 6: These costs are based on the assumption. of a continuation of 
the present Paducah contract after the present term with an adjustment to 
the demand charges for special costs incurred during construction of the Shawnee 
plant. 

Adjustment 7: See explanation for adjustment 3. 


Mr. Nicuoxts. May I ask one question here, sir? I think we started 
on a question on which Mr. Cook was to insert in the record an analysis 
of the cost analysis. And we never answered the question. 

Representative Van Zanprt. You may proceed, Mr. Cook. 

(The document referred to follows:) 


Comparison of annual costs of power supply for the AEC Paducah project 


[600 megawatts capacity and 5.2 billion kilowatt-hours per year or 98 percent load factor] 
























Dixon-Yates 
TVA at at Memphis 
Paducah (Apr. 10, 1954 
proposal) 
1. Production and transmission capacity. ...........-....--.----.------ $8, 208, 000 $8, 775, 000 
SERRE EE 1. 58 1.69 
Energy (fuel at 1544 cents per million B. t. u. for TVA and 19 cents 
per million B. t. u. for Dixon-Yates).....................--..---..- $9, 828, 000 | $9, 688, 000 
Mills per kilowatt-hour.......................... ontshinatGananaihiidel 1, 89 1. 86 
ts Oa iii ht ics eincdbtnaieioe $18, 036, 000 | $18, 463, 000 
NE DI a... cacrahubakinnebansisaimeameieningned 3. 47 3. 55 
2. Difference: Paducah versus Dixon-Yates (excluding taxes and dif- 
ference in TVA transmission cost) $427, 000 
Oi I isk cheeks ndeueiccnnedbdesiiiamesatiees } $2, 319, 000 
Mills per kilowatt-hour................. nnefiitendliaimanimaienia nein . 45 
4. Total (including taxes, excluding TVA transmission) --..-....-. | $18, 036, 000 | $20, a 000 
Re chides pence 3. 47 00 
5. Difference: Paducah versus Dixon-Yates........-....-.-------------|-------------s-- | $2, 16. 000 
6. TVA transmission required to primary point of delivery a ee eee et | $177 7,000 
MG OE NEG iv ncn ctesncinwcddasalenubdeddiwedidudesd Rid is. eke su . 03 
7. Total (including taxes and TVA transmission)................- $18, 036, 000 $20, 959, 000 
DE whi ROT. sii 5 a eek da. csi ieee ail] 3. 47 4. 03 
8. Estimated annual cost increase (Paducah versus Dixon-Yates) -.....- Saag re $2, 923, 000 
EI LE LAA ADE TT nemesis steadied . 56 
——SSS====_=_«—=&sS OSE 
9. Maximum annual possible increase under Dixon-Yates capital cost | 
provision a ait aie Ce rie Ee $285, 000 





Mills per ni ie es bios eed ce DL citiesmeckelsdbota 05 
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Comparison of annual costs of power supply for the AEC Paducah project—Con. 





Dixon-Yates 








TVA at at Memphis 
Paducah (Apr. 10, 1954 
proposal) 
10. Total (including taxes and TVA transmission and possible in- 
crease under Dixon- Yates) -.-..- , ah $18, 036, 000 $21, 244, 000 
Mills per kilowatt-hour_-_._- senudenae ; 3. 47 4.08 
11, Estimated maximum annual cost difference (Paducah versus Dixon- 
eledeat bclwebeds dudccctuscteudd buclocns e aie = | 1 $3, 208, 000 
Mills per kilowatt-hour.......................;.... =n 61 
12, Tote) CRG VD ire hitiden tate se ewwncss ‘ benchnsdnbnign eal ‘ i $20, 959, “000 
Mills per kilowatt-hour- --- ; . 4.03 
13. Possible decreases (taxes, ce spital cost, coal) under Dixon-Yates_- sda ndtike 748, 000 
Mills per kilowatt- doc donnien .14 
14. Total annual cost less possible decreases_.............-- _ $18, 036, 000 ) | $20, 211, a8 
DEES er BO WOtt-0Ol............. 02-5 ncesecnas escletaiee 3. 47 3. 89 
15, Estimated possible cost difference with decreases (Paducah versus 
Dixon- Yates) - a ee a henson : i ee | 2 $2, 175, 000 
Mills per kilows att-hour-- ene anthpinmutennineaaretenaethcundagngtgliasenibig en -42 


1 Maximum. 
2 Low. 


Summary of possible charges that could change estimated annual cost under 
Dizxon- Yates Propane. 











Increases Decreases 
Taxes, favorable Treasury Department ruling on replacements, i. e., 

whether they treat as an income or capital cost_................-.- ioe | — $313, 000 
Base capacity charge possible increase or decrease...............-.----- -+-$285, 000 | —$126, 000 
Percent........ 9 | 4 

Cost of barging coal if same price is obtained at Dixon-Yates site as at } | 
Fe cctiteinntuen inde caauhdesese weiner oenaead ee oapaven Sekiodtacnanooruel — $309, 000 
Taxes, could be more or less......................... nesadeatindatiniaczh | +-$285, 000 —$748, 000 
ee ee ak Ake ccubunes Dictoe +. 05 —.14 

j 7 





Mr. Coox. If you look at the table it is for 600 megawatts of 
demand and 5.2 billion kilowatt-hours per year. We have compared 
the Dixon-Yates proposal versus our contr act with TVA at Paducah, 
using an energy rate in the comparison based on a cost of fuel of 1514 
cents at Paduc ah and 19 ceuts for Dixon-Yates at Memphis. 

In our discussions with the Federal Power Commission and TVA in 
trying to arrive at an agreeable cost to the Government, it was deter- 
mined that the 19-cent rate was reasonable for Memphis in approxi- 
mately 1957 and that the TVA cost at Paducah should be at the 1514- 
cent rate at that time. So it is on a comparable basis taking into con- 
sideration differences in estimated cost of transportation between the 
two locations. 

However, at the present time, under the terms of our contract with 
TVA, the fuel rate is based on a cost of coal, including handling, of 
17% cents which results in rates for firm power of 3.64 mills per kilo- 
watt-hour. This rate will prevail until July 1 of 1954 when the rate 
will be based on a cost of fuel of 16.8 cents, including handling. At 
the present time, we are not paying a rate to TVA based on a fuel 
cost of 1514 cents. The 1514-cent basis of comparison is for 1957. 

This table shows on line 8 the estimated annual cost difference of 


Teer) SUA - 
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the Dixon-Yates proposal in comparison to what we will pay TVA 
for power at Paducah. 

Line 11 shows the maximum estimated cost under the Dixon- Yates 
proposal which incorporates the annual charge of $285,000 per year. 

Line 15 shows the possible lower limit of increased cost which takes 
into consideration a favorable Treasury Department ruling on 
whether or not they will treat replacements as capital costs rather 
than income. It shows what the saving would be to the Government 
in the event the job is constructed for 4 percent below their estimate, 
and the saving that would be involved if Dixon- Yates can obtain coal 
at Memphis for the same price as TVA feels they can obtain it for 
at the Fulton plant. So there would be those decreases for those 
reasons. 

Representative Puitiies. What adjustment have you made in here— 
I have been trying to find it—for the item of nonpayment of taxes by 
TVA which will be paid by Dixon-Yates, as you call it? On what 
basis is that adjusted? It is item 4, I take it. No; it is item 3. 

Mr. Coox. If you look at line 8, line 8 is a comparison showing an 
increased cost of $2,923,000, on the basis that it includes the taxes that 
will be paid by Dixon- Yates. If you subtract from that taxes in line 

3 of $2,319,000, the difference would only be $600,000. 

Mr. Nicuors. But that includes the difference in interest. 

Representative Putm.res. I think that is an issue, Mr. Chairman. 
We are not trying to deceive ourselves, are we ? 

Mr. Coox. No, sir. 

Representative Puiiirs. We are not trying to say that those taxes 
are not being paid by somebody. If that enters into this cost, it 
ought to be shown somewhere in the item. 

How about the fact of the interest paid on the money? That is, if 
the Federal Government builds this they will pay interest upon the 
money they get to build it with. If Dixon-Yates builds it, they will 
have to have some comparable figure representing presumably the in- 
terest that they will pay for the money they borrow from banks or 
whoever they borrow it from. Has that been shown in this estimate ? 

Mr. Coox. The interest on money for both TVA and Dixon-Yates 
is shown in line 1, under the production and transmission charge. 

Representative Patties. Do you think that is an adequate amount ? 
Do you think that has actually been compared? The chart I saw the 
other day when we were talking this over with you and another mem- 
ber of the committee gave a low rate of interest paid by the Federal 
Government, less than the Federal Government is actually paying on 
its debt. 

Mr. Coox. Yes, sir. 

Mr. Nicuors. In Mr. Adams’ comparison used by Mr. Hughes, 
believe the comparison is based on 21% percent for the F ederal Gils. - 
ernment and 334 average rate of interest including return on equity, 
for Dixon- Yates. 

Representative Puiiires. What is the Federal Government paying 
for its money right now? We are not paying as low as 21% percent. 

Represent: ative Houtrtecp. I think we are. I am not an expert on 
that. 

Representative Patties. On the whole debt, I think we are paying 
higher than that. 
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Mr. Srravuss. You are not paying 21% percent for long-term money. 

Representative Pris. That is what I mean. We are talking 
about long-term money. 

Mr. Srravss. The last long-term loan was three and a quarter. 

Representative Paiiurs. There you have three-quarters of a per- 
cent difference right there that ought to be deducted. Just on those 
two items alone we are down to less than half a million dollars dif- 
ference between the two figures. 

Representative Hourrierp. You can’t figure that way, though. 

Representative Primes. Why? 

Representative Hoxrrrexp. Because that amount of taxes, if the 
Dixon and Yates contract is signed, must be reflected in the rates to 
the Government and the Government must pay that. Over a million 
dollars of this goes to the State of Arkansas, which would not go out 
of the Government coffers if the plant was built at Fulton by the Fed- 
eral Government. Private industry across the river at West Memphis 
have to pay the State of Arkansas over a million dollars. 

Representative Patties. My committee puts up the money on this. 
We have no illusions that TVA is not a subsidized company. TVA 
has been coming to us for years to pick up the check. 

Mr. Kampmeier will confirm what I say. He has a very ingenious 
explanation of how they don’t consider that to be a subsidy. But my 
subcommittee unanimously does not agree with Mr. Kampmeier on 
that point. 

Really, I think we will have to say somebody picks up this check. 
Let us not try to deceive ourselves, no matter who gets it, whether you 

call it subsidy, taxes or what you call it. 

The difference in the cost to the taxpayers generally is not $2,823,000 
a year is it? 

Mr. Kampmeter. Mr. Phillips, I would like very much to comment 
on that. This table does not purport, as I understand it, to show the 
difference in cost to the Government. There are other tables that 
show that. 

One of them was introduced yesterday. This is a table which pur- 
ports to show the difference in rate between what AEC would pay 
us for power they are receiving from us at Paducah and what they 
would pay | the Dixon-Yates group for power under its proposal. 

As Mr. Nichols or Mr. Cook stated a little while ago, it was agreed 
by those who developed these figures that the figures shown here for 
payments to TVA at Paducah rather than representing less than total 
cost are in excess of the Government’s cost of providing that power. 

Let me explain that in this way. This table does not assume a 214 
percent cost of money for the investment in the TVA projects. The 
other table that is referred to does. 

Representative Putters. What do you take for the Government’s 
cost. then jin this? 

Mr. Kampmeter. This table is based on the rate which TVA charges 
AEC and that rate was designed as AEC has known from the begin- 
ning to yield a 4 percent return on the TVA investment over and above 
depreciation. 

If that is subsidy, I would be glad to have that explained to me. 
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This is on a basis where if you are trying to change it to reflect cost of 
money to the Government the adjustment i is in the opposite direction 
from what you are assuming. 

Mr. Nicuots. May I make a statement in that regard, Mr. Chair- 
man? Iam very glad Mr. Kampmeier brought that out because that is 
one of the things I was referring to and we hoped to bring it out later 
this morning, that in the course of these discussions I have become 
convinced that we are paying more than cost of power to the TVA in 
our various contracts with them and have been doing it. 

I feel that is something that is a policy question which should be 
resolved. Shouldn’t we have first priority on power and shouldn’t 
we pay only the actual cost of production whenever we buy power? 

We have the other chart here, which I think you perhaps might have 
seen on Monday, Mr. Phillips, which I would be glad to have Mr. 
Cook introduce. There it goes to a cost basis. What we wanted to 
show here was to bring out that actually our contract with TVA—in 
other words, what the AEC should be paying—is less than what I 
announced yesterday. 

Representative Puiiirs. The only point I was attempting to make, 
Mr. Chairman, is that when we get these tables we have a habit of just 
comparing the cold figure of what AEC would pay a private com- 
pany or what AEC would pay TVA without considering the benefits 
which TVA gets from being a federally subsidized compan 

If we get those things into balance, there is not the diffe ‘rence be- 
tween the cost of power at either place, which I read in the news- 
paper this morning, any more than there is, Mr. Chairman, the differ- 
ence indicated I think in the testimony yesterday which I read in the 
paper about the cost of coal. 

I don’t think Mr. Kampmeier would like it very much if my com- 
mittee deducted from his budget next year what he wants to transport 
coal, It is going to cost either one of you a certain amount of money, 
whether you build it or Dixon-Yates, to transport a certain amount of 
coal. So you have testified to us in the past. AsI read in the paper— 
and that may not have been a correct statement or I may not have read 
it correctly—I understood it to say that the item of transportation of 
coal was charged up as an additional cost against the Dixon-Yates 
proposal which would not be present if we were getting power from 
TVA. 

Representative Horirmxp. I think you misunderstood that. My 
memory of that was that there would be an additional cost to the Dix- 
on-Yates people for the transportation of coal over the Fulton site 
between West Memphis and Fulton because it was some 55 river-miles 
further away and they both got their coal from up in the Ohio Valley 
somewhere. It came down the Ohio by barge. 

The difference that was alluded to was a positive difference in the 
cost of transportation of the location of the Fulton site 55 miles north 
of the West Memphis site. The paper may not have carried that dis- 
tinction. 

Representative Puitirs. I read it very rapidly while I was eating 
breakfast this morning and that is why I came here to hear the discus- 
sion. 

Representative Van Zanpr. Admiral Strauss, do you have a com- 
ment at this point? 
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Mr. Srravuss. Mr. Chairman, I have a figure here which I think is 
an interesting statistic and which is to be compared with the figure 
given by Mr. Nichols a little earlier this morning, of an average cost 
in mills per kilowatt-hour paid by the Commission to the TVA for 
the period January 1, 1951, through December 31, 1953, of 6.78 and 
other decimals, mills per kilowatt hour. 

I would like to compare that with a figure which I find in the Annual 
Report of the TVA for 1953—this occurs on page A—12, from an ex- 
hibit headed “Statement of power, navigation and flood control oper- 
ations for the years ended June 30, 1953, and 1952”—at the top of the 
page they list their revenues from power operations. 

It is divided between sales of electrical energy to municipalities, 
Federal agencies, et cetera, per kilowatt-hour in mills, and average for 
the total sales of 4.40 mills. The highest is to electric utilities of 4.82 
mills; the lowest to municipalities and cooperatives, 4.30 mills; to 
Federal agencies—I don’t know whether that includes the Atomic 
Energy Commission or not—4.52 mills—but to the Atomic Energy 
Commission at Paducah, 6.78 mills. That is probably susceptible of 
some explanation but I don’t know what it is. 

Representative Hotiriretp. Mr. Chairman, the explanation has been 
given. That during the interim period before the Shawnee plant was 
brought to its capacity, Mr. Kampmeier has testified that they went 
out into the market and bought from private utilities at whatever price 
they could negotiate, and that price had to be reflected. 

Mr. Srrauss. So did the E. E. I. which also had to buy on the 
outside, 

Mr. Coox. May I further clarify that a little bit, sir? 

Representative Hotirrmexp. Yes, sir. 

Mr. Coox. Under the terms of our contract with TVA for Paducah, 
the normal power rate is based on $1.10 per kilowatt per month and 
until the commercial operation of the fourth generating unit at the 
Shawnee plant, it was based on 6 mills. 

Mr. Kampmeter. Just a minute. You mean until the first commer- 
cial operation of the first generating unit at the Shawnee plant it was 
based on 6 mills. 

Mr. Coox. I meant to say 

Mr. Kampmerer. All I ask is that the facts be presented correctly. 

Mr. Coox. That is what I want to try to do. 

Mr. Kampmeter. Am I correct, Mr. Cook? 

Mr. Coox. You are right. But you didn’t allow me to finish my 
sentence. ; 

Mr. Kamrpmeter. I am sorry. 

Mr. Cook. The energy charge is based on 6 mills, subject to suc- 
cessive reductions to 5 mills, to 4 mills, to 3 mills, and to 2 mills, on 
the respective dates when the second, third and fourth generating 
units in the Shawnee plant are placed in commercial operation. I 
should have said, first, second, third, and fourth generating units in 
the Shawnee plant are placed in commercial operation. 

During 1953 of the period from January 1, 1951, to December 31, 
1953, the first unit was in operation. In fact, the first unit was 
placed in operation on April 9, 1953, and the second unit on June 21, 
1953, the third unit on October 10, 1953. So during that period they 
had three units in commercial operation. : 
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During the period July 1, 1953, to December 31, 1953, they had 
the first three units in operation. So that during that period they 
did have part of their facility in operation. During January 1, 1954, 
through March 1954 they had four units in operation. 

The normal power is to cover power that they wheel in to Paducah, 
either from their own facilities or other sources. In addition we 
had what was called supplemental power, which was procured on a 
short-time basis where they could find it, and they brought it into 
their system. We paid them what it cost them to purchase it plus 
the actual transmission losses and handling charges. 

So it is not quite right to leave the impression that during those 
two periods none of their plant was in commercial operation. 

On the E. E. I. 

Mr. Kampmeter. If I said that I would like to correct it. I cer- 
tainly did not- intend to. 

Mr. Coox. On the E. E. I. tabulation that was given, on the 
interim power, under the terms of the contract demand charge was 
$1.20 per kilowatt per month, and the energy charge 6 mills. In con- 
trast to the TVA contract whereby we paid higher rates, gradually 
reducing as new units come on the stream, under the E. E. I. contract 
we paid a less rate until the fourth unit came on. 

That is the reason for the difference in the rates in the permanent 
power. 

Representative Horirrecp. What is the overall result ? 

Mr. Coox. The overall result is as Mr. Nichols pointed out, that 
even as of today the rate we pay E. E. I. for permanent power is less 
than the rate we now pay TVA. 

Mr. Nicuors. I would like to point out in that regard that that 
is as a result of one of the provisions in the E. E. I. contract. which 
made it a risk contract for them to where we are not completely sub- 
sidizing FE. E. I. 

In other words, they had in there an incentive to get the generators 
done. The fact that they are behind schedule is what is resulting 
in less profit to them or actually possibly a loss. 

Representative Houirrevp. Isn’t it also true that as a result of that 
cost today; that is, the high necessity of that cost today, is because 
you have required TVA to go out into the private utility market and 
buy a greater quantity of kilowatts than you have required E. E. I. 
to buy? 

Mr. Nicrotas. No, sir, I think it is the reverse. 

Representative Honirretp. Let us find out. 

Mr. Nicuors. I think it is the reverse. 

Mr. Kamrmeter. I suggest the Commission develop figures, or we 
can, and submit them to the committee. I doubt either of us have 
them in detail now but they certainly can be developed. 

Mr. Nicnots. We have them here. 

Mr. Kampmerer. Fine. 

Representative Van Zanpr. Have you the figures? 

Mr. Coox. The comparison that was presented by Mr. Nichols is 
based on the definition I gave for TVA for normal power and supple- 
mental power and the definition I gave for E. E. I. for permanent 
power and interim power. 
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Mr. Kampmeter. It does not show how much of the power supplied 
by TVA was produced at Shawnee and how much was obtained from 
other sources, either as normal power or as supplemental power. 

Mr. Coox. Or other plants of the TVA system. It does not have 
that breakdown. 

Representative HotirieLp, Will you supply the committee with that 
comparison, sir ¢ 

Mr. Kampmeter. I would be glad to. 

(The information referred to follows :) 


Figures for energy delivered to AEC at Paducah by E. EF. I. and by TVA have 
been introduced in this hearing for the period of July 1, 1953, through December 
31, 1953, for a longer period ending December 31, 1953, and for the subsequent 
3-month period from January 1, 1954, through March 31, 1954. In the discussion 
of figures for periods ending December 31, 1953, I believe there was some con- 
fusion between a 1-year period and a 3-year period ending with that date. The 
results of the confusion may not be very serious, since only relatively small 
amounts of power, mainly for construction, were delivered before 1953—about 
3 percent of the totals through December 31, 1953. 

The grand totals for the entire period through March 31, 1954, show that 
E. E. I. delivered just under 4 billion kilowatt-hours and that TVA delivered 
nearly 4.5 billion kilowatt-hours. The average price paid for the FE. E. I. energy 
was 5.53 mills per kilowatt-hour, which did not include any amount for amorti- 
zation of the investment in E. E. I.’s Joppa plant, inasmuch as such amortization 
and its reimbursement by AEC is being deferred until the initial 4-unit project 
is completed. The average price paid to TVA was 6.16 mills per kilowatt-hour, 
including provision for amortization of investments. 

During this period, TVA’s Shawnee plant produced approximately 2.8 billion 
kilowatt-hours. E. E. I.’s Joppa plant produced a little less than 2.0 billion 
kilowatt-hours. The remainder of the energy—about 1.7 billion kilowatt-hours 
from TVA and nearly 2.0 billion kilowatt-hours from E. BE. I. were supplied from 
other sources; as described in somewhat more detail below, the greater part of 
this energy from other sources was supplied as part of the total amounts E. F. I. 
and TVA were under contract to furnish on a firm basis, but important parts of 
this energy were furnished on a month-to-month or day-to-day basis from what- 
ever sources were available. 

Both TVA and E. BE. I. committed themselves in advance to supply certain 
amounts of power on a firm basis. The bulk of this would be obtained by 
veneration at TVA’s new Shawnee plant and E. E. I.’s new Joppa plant, but in 
each case the power that could not be so generated would be furnished from 
other sources, to make up the respective amounts that were promised. In E. E. 
I.’s case, the total firm supply so committed was paid for in two parts. The 
part generated by the Joppa plant was paid for at the permanent rate for such 
power, except that the demand charge was sharply reduced for this period by 
not beginning to amortize the Joppa investment until all four of the initial units 
are completed. The remainder of the firm power E. E. I. was committed to sup- 
ply was priced at $1.20 per kilowatt of monthly demand plus an energy charge 
of 6 mills per kilowatt-hour. In the case of the firm power TVA was com- 
mitted to supply, the power obtained from the Shawnee plant and the remainder 
of firm power to be made up from other sources were not billed separately but 
combined under a rate which began at $1.10 per kilowatt of monthly demand plus 
6 mills per kilowatt-hour before Shawnee generation began, with successive 
reductions in the energy charge to 5, 4, 3, and 2 mills per kilowatt-hour as 
successive units at the Shawnee plant were placed in operation. In addition, to 
pay for the cost of accelerating certain transmission lines used to deliver some 
of the interim power AEC needed (including some of the E. E. I. power which 
initially had to be delivered by the TVA system, as well as some of the TVA 
power) AEC paid TVA during part of this period 15 cents per kilowatt of 
certain specified monthly demands. This special charge to cover extra tran:- 
mission costs amounted to about half a million dollars of the total ABC pay- 
ments to TVA during this period. 

It developed that AEC wanted more power than was covered by its contracts 
with E. E. I. and TVA, and therefore it asked both E. BE. lL. and TVA to supply 
on a month-to-month or even day-to-day basis such amounts of energy as could 
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be obtained from available sources. During this period, TVA, because of its 
greater transmission capacity, was able to deliver more energy for this pur- 
pose than E. B. I. It was necessary for TVA to obtain some of the energy by 
buying it at high rates from other systems. This was particularly true during 
the last half of 1953 when the Tennessee Valley was experiencing a record- 
breaking drought. During that 6 months, TVA supplied AEC with 283 million 
kilowatt-hours at an average price to AEC of 10.65 mills per kilowatt-hour, 
while AEC obtained less than half as much similar supplemental energy from 
E. BE. I. at an average price of about 7.75 mills per kilowatt-hour. The differ- 
ences in the quantity and necessary price of supplemental energy over and above 
the amounts covered by the firm contracts—particularly during that 6 month 
period—were imporatnt factors affecting the average cost of early power de- 
liveries by TVA and B. BE. I. 

Any fair evaluation of the early deliveries of the power to AEC at Paducah 
by BE. E. I. and TVA should take into account not only that it was necessary for 
TVA to bring in most of the highest cost day-to-day power that AEC needed to 
supplement the supply it had under firm contract, but also the following addi- 
tional factors: (1) TVA has already begun to amortize the investment in the 
Shawnee plant out of its revenues from ABC, whereas AKC still has to pay 
through power bills to B. BE. I., beginning when the fourth Joppa unit is in- 
stalled, for all the amortization of the Joppa-B. B. I. investment. (2) To maxi- 
mize the total supply to AEC, TVA has undertaken to provide most of the 
reserve transmission and generating capacity to back up both its deliveries 
and E. B. I.’s deliveries. 

Representative Hoirretp. Also the figures as to how many original 
kilowatts are to be furnished by E. E. I. and what their projected 
increase is. I believe those figures are 500,000 and 235,000 respec- 
tively, and the TVA’s original 500,000 kilowatts and a potential addi- 
tional 705,000, bringing the total of TV A expected load up to 1,205,000, 
and the total load expected from E. E. I. up to 735,000. 

I believe that is what your figures will show. If they are not those 
figures, please correct them for me. 

May I ask one more question because I understand you want to 
adjourn, Mr. Chairman ? 

Mr. Kampmeter. May I interject here on one point that has come 
up repeatedly the significance of which has not been brought out? 

I refer to the fact that the rate paid to E. E. I. prior to the comple- 
tion of their plant is lower than it will be later. It seems to me, and 
I would like to be corrected if I have the wrong understanding about 
it, that AEC has not made any payments toward the amortization of 
the investment in the E. E. I. plant and they have all that still ahead 
of them to pay. 

In contrast, in AEC’s payments to TVA, TVA has already col- 
lected several million dollars which are being paid into the Treasury 
as part of the payments we are making this year and are budgeted for 
next year. So the Government is getting back already some of the 
investment in the Shawnee plant. 

I think the significance of that point just has not been brought out 
and if I am wrong about it I would like to know, because that is 
certainly my understanding. 

Mr. Coox. No. I think I made a correct statement when I tried 
to explain’the difference between the permanent rates under the TVA 
contract and the permanent rates under the E. E. I. contract. I stated 
that the E. E. 1. contract was based so that we do not pay it the 
permanent rate until the fourth unit is in full-scale operation ; so that 
our rate is less up to the fourth unit, as contrasted to a higher rate 
which reduces to the permanent rate under the TVA contract. 
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The E. E. I. rate for the first three units does not include the amor- 
tization charge. As Mr. Nichols pointed out earlier, that is one of 
the incentives we have placed in their contract to get them to place 
the plant in operation at the earliest possible date. 

So by reason of the contract provisions, our permanent power rate 
from E. E. I., until the fourth unit goes into commercial operation, 
will be less than the permanent power cost charged by TVA to the 
AEC for the first four units. 

Mr. Kampmerer. Mr. Chairman, may I ask Mr. Cook a question on 
that by way of clarification ? 

When does your 25-year contract term with E. FE. I. begin? Does 
it begin with the date the contract was signed or when the fourth nnit 
goes in operation, or when? 

Mr. Cook. As I recall the terms of the contract, it is a 25-year con- 
tract effective—I will look that up and supply it for the record. 

The date referred to above is July 23, 1953 

Mr. Kampmeter. The reason I ask is that my understanding was 
that when the fourth unit goes into operation, then you begin to pay 
for the amortization of that investment, and the fact that the fourth 
unit is delayed does not reduce the amount you will have to pay by 
way of amortization. If I am wrong about that, I would like to be 
corrected. 

Mr. Coox. You are wrong about that. 

The point I am making, however, is that in the meantime we are 
avian for E. E. I. power than from TVA. 

Mr. Kampmerer. Because of the amortization you are not paying 
KE. E. I. and they are not paying? 

Mr. Coox. I don’t get the point you are making. 

Mr. Nicnors. We are getting cheaper power now. 

Mr. Kampmeter. At the expense of paying for it later. 

Representative Horirretp. What we are interested in is not this 
year or next year, but the overall long-term public interest. I under- 
stand that amount was around $90 million additional cost if the 25- 
year contract was carried out. 

Mr. Coox. That, sir, has only to do with the cost comparison to the 
Government of TVA estimated cost versus the Dixon- Yates proposal 
for furnishing power to the Memphis area 

Representative Horirteip. That is right. 

Mr. Coox. That is right. 

Representative Horirrevp. That is exactly what I am talking about, 
sir. 

Mr. Coox. The information you asked from us now, as I understood 
it, you desire us to give you a projection of the difference in cost 
between TVA and E. FE. I. at Paducah. 

Representative Hortrietp. I am not particularly interested in that 
except that if you do have a projection available, 1 would like to have 
it, because in Mr. Strauss’ letter to Mr. Yates he brought out the fact 
that there was an item of overconstruction—— 

Mr. Strauss. You mear my letter to Mr. Hughes. 

Representative Horirtetp. To Mr. Yates of the Appropriation 
Committee, that there was an overconstruction item of $58 million 
which would require $2,800,000 more power charges annually for the 
25-year contract than was originally intended. 
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So it is my opinion that the increased capital investment of the 
E. E. I. plant will be reflected in increased rates over the 25-year 
period. 

Mr. Coox. That is right. 

Representative Houirrep. Over the original estimate. 

If you can give us a projection as to what that would cost, assuming 
that the load rates are the same, the use of the energy is the same with 
both FE. E. I. and Shawnee. 

If the E. E. I, and the Shawnee load is the same as the Joppa load, 
then it would be interesting to see what that particular contract is 
going to cost the Government in additional costs. It is possible that 
we would like to have it on the Ohio Valley because I see that Ohio 
Valley ran $32 million more than the original cost with annual excess 
cost of $1,600,000 above what they estimated and not over and above 
what the TVA costs are. 

Mr. Chairman, I know you want to adjourn. My last question 
at this time to the Commission possibly should be directed to the 
legal counsel, and that is this: 

If the AEC goes through with this contract in view of the stand 
of the Commission of 3 to 2 against the wisdom of the proposal in 
the public interest, do you think an injunction can be obtained and 
sustained against the AEC by any party believing himself to be finan- 
cially injured by virtue of this proposal ? 

Mr. Price. I will try to answer the last part of the question. But 
may General Nichols answer the first part? 

Mr. Nicos. Mr. Murray said he was against it before the Presi- 
dent issued his instructions. I think he sort of differed on that. He 
said, initially, he was not in favor of the AEC doing it. 

Representative Horirretp. I am assuming that all five of you will 
surrender your independence as Commission members and go along 
with your direction. I am assuming that. 

But I am speaking now from the legal standpoint, that having testi- 
fied on the public record that they do not believe that it is in the 
public interest 

Mr. Nicnors. I don’t think he testified that, sir. I may be wrong. 

Representative Hoxtrrerp. I will let the record stand for itself. 

Mr. Nicuors. Yes, sir. 

Representative Horirretp. In the face of that, you are willing to 
go ahead under Presidential direction and do this, do you think that 
you will be subject to an injunction by any party that feels themselves 
financially aggrieved as a result of this contract ? 

Mr. Price. Mr. Holifield, I haven’t even considered that question. 
You are asking me a legal question involving the rights of possible 
litigants. As an offhand answer on which I could be wrong, I can’t 
think of a party in interest that would be able to sustain that kind of 
a suit. 

Representative Hotirrerp. That is the question I wanted you to 
answer. If that is your answer, we will let the record stand. 

Mr. Price. As I say, I have given it no study because I have not 
thought of it. This is a tentative answer, and it is the best I can do 
on the spur of the moment. 

Representative Puitirs. Mr. Chairman, may I ask Mr, Holifield a 
question ? 








i AE edd Ub CERN 





AMEND ATOMIC ENERGY ACT OF 1946 1075 


Representative Hoxirietp. Before you ask, remember I am not a 
lawyer. 

Representative Patties. Neither am I, so we can decide these ques- 
tions much more easily than the lawyers can. 

Do you think that if a citizen should enjoin or attempt to enjoin 
the TVA from building a plant where it proposes to build a plant 
for this party, could the injunction be successfully sustained ? 

Representative Houirmiy. Not if they did it under the law which 
Congress has passed. But if the Atomic Energy Commission is pre- 
cluded by what is now section 164 in the pending Int |-—— 

Representative Puitiies. I am talking about TVA because there 
is an argument in the TVA Act whether or not they have the right 
to build plants. 

Representative Horitrretp. Wasn’t that decided in the Ashwander 
case ? 

Representative Puimurrs. I am not deciding it now. I am asking 
whether they can go outside of the area of the Tennessee Valley River 
and its tributaries to build another steam plant, and that has never 
been decided. 

Representative Houirrevp. I thought the right of the Government 
to build steam plants and to distribute power thereof and sell it 
commercially was decided by the Supreme Court in Ashwander case. 
If I am in error on that 

Representative Pariuips. I don’t think that brought up the point 
of whether they could go outside of the area of the original act. This 
goes out of the area of the original act. 

Representative Price. If the substance of the question was correct, 
that TVA shall not go outside of its territory, that is all the more 
reason for the Atomic Energy not to go out as far as West Memphis 
because this would be on the edge of ‘the TVA area while being 200 
miles away from any atomic-energy facility. 

Representative Puitirs. This is different. The AEC is buying 
power and the steam plant is being built by a private company. 

Representative Paic rE. The Atomic Energy Commission is not using 
any of this power? It is buying only as an agent. 

Mr. Price. Mr. Chairman, may I amplify my answer to Mr. Holi- 
field? I thought he was asking me whether or not a citizen would 
have standing in court if he is asking, do I think they would suc- 
ceed 

Representative Horirreip. I said a party in interest. It might be 
a competing firm. 

Mr. Price. I understand. 

Representative Horirieip. It might be the citizens committee for 
TVA; it might be the Burch-Von Tresckow group who feel they are 
aggrieved. I have not consulted with them on this. It might be 
any competitive bidder or negotiator. Let us not call it bids because 
there have been no advertisements for bids or any competitive bids. 

Mr. Price. I just want to say what we said yesterday, and get on 
the record at this place again, that we have no doubt of the legal 
authority of the Commission to enter into this contract. 

Representative Puitirrs. May I say this to Mr. Holifield? I was 
not raising that question just idly. For 8 years the Appropriations 
Committee has, in effect, itself closed its eyes to what we believe to be 
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a major defect in the situation. We did it because perhaps of the 
urgency and whether we were right or wrong that is a matter for 
somebody else to decide. But when Mr. Holifield asks of the Atomic 
Energy Commission “Did you initiate this?” I am inclined to think 
that the Appropri iations Committee initiated this and not the Atomic 
Energy Commission at all. For years we have been saying to TVA 
“Where do you get the authority to do this?” and saying to the private 
plants in the periphery “Now look, are you going to do something 
about providing this power in the area?” or “Are you just going to 
let this thing roll along until it comes to a hes ad in some other way?” 

We have been pressing the private companies for several years, 
and we have been pressing the Bureau of the Budget, and we have 
been pressing the TVA, because we felt that this was a situation 
which required clarification and action. 

So I am not trying to take any of the burden off AEC. They 
seem to be doing all right. But I really think the Appropriations 
Committee initiated this. 

Representative Hoxirretp. The record will show that the Presi- 
dent’s budget message on January 21 brought this thing in public 
focus for the first time, and as far as this immediate Dixon- Yates 
development is concerned, and that subsequent to that Mr. Hughes, 
acting, I understand, for Mr. Dodge, directed the AEC to negotiate 
to find out if such an arrangement could be made; and I think the 
AEC has adequately presented its position, which I think incidentally 
is the right position, that they are doing this as a directed agency 
and they are not doing it from the standpoint of initiating it origi- 
nally and going forward with it. 

I think that has been well established on the record, and that was 
the only point I thought was important. 

I realize that they “have been told to do certain things. I realize 
that they feel under obligation to follow that direction. Of course, 
I can understand the position that some of the gentlemen feel that 
they are in under these circumstances. 

Representative Van Zanvr. Gentlemen, it is now 12:33 p. m., and 
I understand Mr. Holifield has concluded his questioning of mem- 
bers of the AEC, and we stand now recessed until 2 o’clock at which 
time we will call upon Mr. Burch and his associates. 

Mr. Strauss. Is the Commission excused ? 

Representative Hortrretp. The Commission is excused. 

I suppose you will want someone here, though, to answer any state- 
ments which the Burch-Von Tresckow group makes. I think in 
fairness you should have someone here. I do not request it. 

Mr. Srravss. Yes. I was only asking because I am supposed to 
go to Quantico and I wondered if I was at liberty. 

(Thereupon, at 12:34 p. m., the joint committee recessed until 2 
p. m., the same day.) 


AFTER RECESS 
Present: Representatives Van Zandt (presiding), Jenkins, Holi- 
field, and Durham; Senator Bricker. 


Present also: Representative Phillips. 
Representative Van Zanpt. The committee will come to order. 
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Is Mr. Adams here from the Federal Power Commission ? 

Mr. Apams Yes, sir. 

Representative Van Zanor. Mr. Adams, will you take the stand 
and give your name and position with the Government? 


STATEMENT OF FRANCIS L. ADAMS, CHIEF, POWER DIVISION, 
FEDERAL POWER COMMISSION, WASHINGTON, D. C. 


Mr. Apams. Mr. Chairman, my name is Francis L. Adams. I am 
here today as a technical witness for the Bureau of the Budget on 
loan from the Federal Power Commission in my capacity as Chief 
of the Bureau of Power of the Federal Power Commission. 

I have no prepared statement. I understood you wished me to 
come up this afternoon and answer questions which you may wish 
to direct to me about this matter. 

Representative Van Zanpr. ‘Thank you for coming here this after- 
noon, Mr. Adams, 

During the course of the hearings, your name has been mentioned 
several times in connection with the several contracts considered by 
the AEC. Mr. Holifield, I am sure, has several questions he would 
like to ask of you. Mr. Holifield. 

Representative Horirretp. Mr. Adams, I appreciate your appear- 
ance here this afternoon. We were interested in certain figures which 
were produced by Mr. Wessenauer of the TVA and the Atomic 
Energy Commission witnesses. 

As I recall, the Atomic Energy Commission witnesses indicated that 
their analysis of the Dixon-Yates proposal in comparison with the 
Paducah TVA contract anon would cost the Government a basic extra 
cost of $3,685,000 per year. That if the 9 percent over cost of con- 
struction occured, which the Government was obligated to pay 50 
percent of the 9 percent, that there would be an extra charge of $285,- 
000 added to the $3,685,000, making a total of $3,970,000 per year 
extra cost to the Government for going into the Dixon- Yates proposal, 
instead of having the TVA produce energy at the cost that they are 
furnishing the Government at the Shawnee plant over the long-time 

25-year contract. 

First, I want to ask you if you did sit in with the Atomic Energy 
Commission and other interested parties in arriving at those figures. 

Mr. Apams. Yes, sir, at the request of the Bureau of the Budget, I 
conferred with the Dixon-Yates group who made the proposal, and 
with representatives of the TVA with respect to costs of TVA plants, 
and with the Atomic Energy Commission with respect to the whole 
matter. We had several conferences, 

First, I met with the Dixon-Yates group, then with the TVA group, 
and then jointly with the Atomic Energy Commission. The Atomic 
Energy Commission representatives sat in with me on several of those 
meetings. 

Representative Ho.irtevp. Were there any other Government agen- 
cies represented at those conferences 

Mr. Apams. No, sir, only Mr. H. E. Roberts, who assists me, on 
plant-cost matters, in the Federal Power Commission. 

Representative Hoxirreirp. And he is from your agency, 

Mr. Apams. He is from the Federal Power Commission. 
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Representative Hortrmip. You did not have any representative 
from the General Accounting Office present to confer with you on 
those contracts ? 

Mr. Apams. No, sir. 

Representative Hotirenp. Or proposals, rather. 

Mr. Apams. No, sir. 

Representative Horirrenp. Did you finally arrive at the figures 
which I suggested, and if so, will you repeat the figures so that we 
will have them from you as a witness, rather than from me as the 
questioner ¢ 

Mr. Apams, It was my conclusion after these conferences and an 
analysis of the relative costs between the Dixon-Yates proposal and 
the estimated cost of increasing TV A capacity by an equivalent amount 
of power, that the costs under the Dixon-Yates proposal, exclusive 
of a credit for Federal income tax, would be $21,889,000 annually, 
equivalent to 4.11 mills per kilowatt-hour, whereas the estimated cost 
of increasing TVA capacity by 650,000 kilowatts would be $16,884,000 
annual cost, equivalent to 3.25 mills. 

The net cost to the Government, excluding the Federal income taxes 
is estimated to be $20,569,000 annually, under the Dixon-Yates pro- 
posal, or 3.96 mills compared to the figure just stated for TVA. 

Representative Ho.irrmetp. When you say exclusive of income tax, 
what pertinence does that have to the figure? 

Mr. Apams. In the comparison, sir, we were endeavoring to show 
the net cost to the Government, giving credit on the Dixon- Yates side 
of the comparison to the fact that estimated Federal income taxes, 
$20,000 would be recovered by the Federal Government. 

Representative Horirretp. I see. In other words, you were allow- 
ing that offset because under the contract the AEC would be required 
to pay that out of Government funds back to the Treasury. Out of 
appropriated funds, they would have to meet the Federal income tax 
of the Dixon- Yates Co., and that money would in essence come from 
the Treasury and go back into the Treasury. 

Mr. Apams. Yes, sir. So we were endeavoring to determine the net 
cost to the Federal Government. 

Representative Houtrretp. So the net cost would still be how much 
more per year? 

Mr. Apams. The additional cost of the Dixon-Yates proposal over 
the estimated cost of the TVA power is $3,685,000. That additional 
cost is estimated to be accounted for as follows: State and local taxes 
would account for $1,499,000. The extra cost of money, $1,059,000. 
Estimated extra fuel costs, $309,000. Extra operating costs, $211,000. 
Total for the Dixon-Yates Co. itself, $3,078,000. 

Representative Hottrmeip. That is adding the figures you have just 
given. 

Mr. Apams. Yes, sir. Then in additional to that, the TVA repre- 
sentatives estimated that in order to receive the Dixon-Yates power 
and get it into their system, they would have to incur extra transmis- 
sion costs totaling $607,000. That figure added to the $3,078,000 gives 
the figure of $3,685,000, which was previously stated to be the addi- 
tional cost to the Government of the Dixon- Yates proposal over TVA 
estimated costs. 
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Representative Hortrietp. That $607,000 is an annual cost for 
transmission ¢ 

Mr. Apams. All of these figures are annual costs; yes, sir. 

Representative Hontrretp. What does that represent in terms of 
capital investment of TVA in that transmission line ? 

Mr. ApaMs. The capital investment corresponding to that figure 
would be $9,840,000. 

Representative Ho.irteip. This figure does not include the con- 
tingent liability of the Government for the 41/ percent override in 
construction costs to which they are obligated ‘jf it occurs, does it ? 

Mr. Apams. That does not include the figure which you mentioned. 

Representative Houtrre.p. How much would that cost the Govern- 
ment annually in case it does occur? 

Mr. ApAms. In the event the capital investment in the plant went 
as high as the ceiling of $117 million set by the Dixon-Yates proposal, 
the Government would bear one-half of the capital cost between 
$107,250,000 and the $117 million. The annual cost corresponding to 
that could add $285,000 annually to the $3,685,000 that I just gave you. 

Representative Houtrretp. That would make a total cost to the 
(jovernment per year in extra cost of how much? 

Mr. ApAmMs. $3,970,000. 

Representative Hortrietp. That would be a basic cost. In both 
cases, the amortization on the bonded indebtedness, interest on the 
horrowed money for the TVA or for the Dixon-Yates people would 
be taken care of in the charges below this overcost, is that right? In 
other words, interest on the bonded indebtedness and amortization is 
included in this overcost. 

Mr. ApAMs. Yes, sir. This is the difference between the annual cost 
under each proposal considering all interest payments, amortization, 
operating costs, maintenance costs, fuel costs, all aspects of the an- 
nual cost of producing the power. That is, the total annual fixed and 
operating cost. 

Representative Houirtevp. I believe you stated State and local tax 
item alone was $1,499,000, and under this arrangement that would 
be paid to the State of Arkansas, if the plant was built at West 
Memphis, Ark., would it not? 

Mr. Apams. Yes, sir. 

Representative Houirreip. Or its political subdivisions. 

Mr. Apams. Yes, sir. 

Representative Hoxtrretp. And if the plant was built at Fulton 
across the river, it would be a Federal plant and would not be subject 
to State and local taxes, would it ? 

Mr. Apams. There would be no taxes in the State of Tennessee. 

Representative Horirte.p. Do you approve of those figures? Did 
you arrive at those figures as a matter of your own figures, or as a 
matter of compromise adjustment between the ones in conference ? 

Mr. Apams. Are you referring to the tax figures, sir? 

Representative Hoirtevp. I am referring to the $3,685,000 plus 
the $285,000 under those possibilities. 

Mr. Apams. There was some disagreement on the part of the TVA 
representatives with this comparison. If you would like, sir, I will 
review the points on which they disagreed. 
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Representative Horirtecp. Before you do that, will you tell me if 
the Federal Power Commission took the position that this was an 
accurate figure, or did they maintain a neutral position between this 
figure and the TVA figure, or did they approve the TVA figure? 

Mr. Apams. In my consideration of the matter, I was not in effect 
representing the Federal Power Commission nor speaking for the 
Federal Power Commission. I was on loan to the Bureau of the 
Budget, and advising them what in my opinion was a reasonable figure. 
In my opinion the $3,685,000 is a reasonable figure. 

Representative Hotirretp. That is based on your own responsibility 
and your background of experience, and it is not an official position 
of the Federal Power Commission ? 

Mr. Apams. That is right, sir. 

Representative Houirrerp. All right now, if you wish to explore the 
different figures and give the committee the reasons why you think 
it is wrong, if you do think it is wrong? 

Mr. Apams. Yes, sir; I will be glad to do that. 

Representative Van Zanptr. May I ask Mr. Adams one question ? 

The figure that you mentioned a moment ago, does it not represent 
in addition to your experience somewhat of your knowledge of the 
policy of the Federal Power Commission ? 

Mr. Apams. I would not say it is necessarily the policy of the Fed- 
eral Power Commission. I can say that the figure is the result of an 
analysis using my experience in work with the Federal Power Com- 
mission, and my knowledge of the information the Federal Power 
Commission has in its files, my knowledge of the power industry and 
its operations, based on many years’ experience in that field, and a 
study of the various power problems that are presented to the Federal 
Power Commission. So in that sense, I drew upon my experience 
with the Federal Power Commission, and experience in dealings with 
the power industry. 

Representative Van Zanpr. Thank you, Mr. Holifield. 

Representative Horirrecp, Mr. Chairman, could Mr. Kampmeier be 
salled to the table to hear these figures as he is responsible for the TVA 
figure, I understand, so that he can be close enough to hear the figures? 

Representative Van Zanpr. Very well. The record will show that 
Mr. Kampmeier is ready as a witness to answer any questions. 


STATEMENT OF ROLAND A. KAMPMEIER, ASSISTANT MANAGER 
OF POWER, AND DIRECTOR, DIVISION OF POWER SUPPLY, TVA 


Mr. Kampmeter. Thank you, sir. 

Mr. Apams. Speaking to the difference between the $3,685,000 figure 
to which reference has just been made, and a corresponding figure 
estimated by the Tennessee Valley Authority representatives in the 
conference, the TVA figure would be $5,567,000. This results from 
certain adjustments TVA stated that it would make in the figures used 
in the comparison that I had made. 

TVA would reduce its figure of $16,884,000 by $1,470,000 distributed 
as follows: 

They would make a correction of $496,000 to place the annual 
charges on a 35-year amortization instead of 30 years. That is for the 
generating plant, and the step-up substation. 
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In addition, they would make a further correction of $35,000 for 
transmission costs for the same reason. - They would m: ake an ee 
= of $548,000 to reduce the plant heat rate from 9,917 B. t. u. to 

350 B. t. u. per kilowatt-hour. 

“They would make a further credit of $391,000 as the estimated in- 
come tax from bondholders that would be recovered by the Govern- 
ment. 

Those figures add up to the $1,470,000 which would reduce the 
annual cost under the TVA estimate from $16,884,000 to $15,414,000. 

Before leaving that side of the comparison, I would like to say that 
my reason for disagreeing with those figures was that I did not feel 
we could make a proper comparison between two statements of cost if 
they were not both on the same annual amortization basis. That is, 
the Dixon-Yates estimates are based on a 30-year payout or a 30-year 
amortization of bonds. It did not seem to me equitable to make a 
comparison using 35-year payout for TVA which would give a lower 
annual cost. So my comparison is based on 30-year amortization 
for both sides of the comparison. 

With respect to the lower plant heat rate, which means higher effi- 
ciency of the plant, I considered it proper to also make the comparison, 
using the same heat rate for the same conditions. The 9,350 B. t. u 
per kilowatt estimate of the TVA, while recognized as being possible 
of accomplishment, is nevertheless based on what you might say is the 
best or approximately the best heat r ate, and in my opinion did not 
give account to the fact that this is a 25-year analysis. To maintain 
a 9,350 B. t. u. rate over a 25-year period, I feel, would involve higher 
maintenance costs than had been allowed in the estimate. For that 
reason I thought the 9,917 used by the company was a reasonable 
figure, and we should use the same plant efficiency in making a com- 
parison between a Government plant versus a private plant. 

Furthermore, I feel that the 9,350 heat rate does not give recognition 
to the fact that over varied operating conditions, winter and summer, 
vou cannot expect to get the best rated efficiency out of a plant. Dur- 
ing the summer months when condenser water temperatures rise, the 
efficiency of the plant would be reduced. I think the lower heat rate 
would more nearly correspond to normal conditions of condenser water 
supply. 

With respect to the item of income tax from bondholders, a similar 
adjustment was suggested by TVA on the Dixon-Yates side of the 
comparison in the amount of $174,000 instead of $391,000 assumed 
for the TVA plant. 

I felt that hither of those figures should be included because they 
are somewhat speculative as to the amount and to the assurance of 
such a figure being actually recovered. For that reason they were 
left out of both sides of the comparison, both the Dixon-Yates, which 
would gain something by that, as well as the TVA side. 

Looking at the Dixon- Yates figures again, TV A would increase the 
estimated annual costs by $412,000 distributed as follows: 

They would add $200,000 annually for the cost of standby power for 
possible outage of 2 units at the Dixon-Yates plant, as against 1 unit 
assumed in their proposal. They would add $186,000 as their esti- 
mate of increased off-peak transmission losses on the TVA system. 
They would add still another $200,000 as the cost of amortizing 
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special costs at Shawnee which they state were incurred due to the 
expeditious construction of the plant, overtime costs and so forth. 

Those three figures are credited with $174,000 income tax from bond- 
holders, which gives the $412,000. 

With respect to the correction for standby of 2 units instead of 1, 
it was my opinion that the allowance made by the company was 
reasonable, although any powerman knows that it is possible that 
more than one unit may be out ina plant. It is an unlikely situation 
that standby provisions should be made for 2 units when we have this 
plant interconnected with 2 large power systems, namely, the Middle 
South Utilities and the Southern Co. 

Representative Durnam. Will the gentleman yield at that point? 

Representative Hoxtrrenp. Yes. 

Representative Durnam. Mr. Adams, how did you get those figures 
that you give for tax income from the bonds to be firm figures?) Would 
not this plant be eligible for a tax writeoff under the present tax 
laws, if it applied for it ? 

Mr. Apams. I do not know, sir, whether it would be or not. 

Representative Durnam. Does anybody here know? 

Mr. Apams. These are figures which I did not include in my com- 
parison but TV A proposes that they should be included. 

Representative Durnam. I should think that should be taken into 
consideration, and not put that figure as a firm figure on interest 
rates from the bonds, because if they were provided by tax writeoff, 
that figure should not appear in this group of figures that you have 
there. 

Mr. Apvams. I did not include them in my figures. I am merely 
giving corrections of my figures that TVA representatives state that 
they would make in m: aking their own comparison. 

Representative Duruam. You did not include it in your figures, but 
the TVA did include it in their figures ? 

Mr. Apams. That is right, sir. The figures I have been reading 
are corrections that TVA would make in the estimate that I first 
outlined that produced a difference of $3,685,000 between the two. 
The figures I have been reading into the record are adjustments that 
TVA would make in my comparison in order to arrive at a difference 
of $5,567,000 annually instead of $3,685,000 shown by my comparison. 

Representative Durnam. Did the TVA take into consideration that 
this plant would be eligible for tax writeoff under the present. laws? 

Mr. Kampmerer. It was not our belief that it would be so handled 
any more than the E. E. I. and O. V. E. C. plants are so handled. 
As I understand it, neither of those are being handled on that basis, 
because what they have here is a situation in which they have a 25-year 
contract, and therefore there is no basis that we are aware of whereby 
they could consider that the cost ought to be written off in 5 years. 

I believe, Mr. Durham, that rapid tax amortization is a question 
which would not enter in this case. 

Representative DurHam. I would like someone to confirm that. I 
think it sould be confirmed by the people concerned. 

Mr. Kamrpmerer. The AEC may be able to state whether or not 
rapid tax amortization has been applied for in the case of FE. E. I. 
and O. V. E. C. eases. 

Mr Coox. It has not been applied in either case. 
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Representative Duruam. I did not ask that question. I asked if this 
plant would be eligible under the present tax law. 

Mr. Cook. No, sir. 

Representative DurHam. Are you sure of it? Are you asking for 
it here because it is part of the defense and security of the country? 
The tax law certainly states that specifically. 

Mr. Apams. Mr. Durham, it is my understanding that the Dixon- 
Yates group does not intend to apply for that. 

Representative DuruAm. I am not presuming that at all. Uusually 
people who have the privilege of recovering tax money usually apply 
for it. We have found that to be generally the rule of business 
throughout the country. 

May I ask another question / 

Representative Van Zanpr. Yes; go ahead. 

Representative Durnam. Mr. Adams, how long have you been with 
the Federal Power Commission / 

Mr. Apams. I have been an employee of the Federal Power Com- 
mission since January 1934. 

Representative DurHam. Then you evidently participated in a lot 
of contract work during that period, have you not; in this field ? 

Mr. Apams. I have participated in many analyses of power costs 
and power operations. 

Representative DurHam. Has any contract like this ever appeared 
before the Federal Power Commission before to your knowledge? 

Mr. Apams. The Federal Power Commission has been asked to re- 
view the contracts of AEC with O. V. E. C. and I believe E. E. L., 
which were referred to them either by this committee or by the Appro- 
priations Committee. I don’t recall which. 

Representative DurHam. They are a little bit different from this. 
You will have to admit that, will you not ? 

Mr. Apams. They are similar. They are not exactly like this. This 
is more in the sense of a firm contract with a limited cost to the Gov- 
ernment, whereas, I understand the other two contracts do not have 
a ceiling on the cost to the Government. 

Representative Durnam. With no risk, would you add that? 

Mr. Apams. I would not say no risk. I would say there is less risk 
under this contract than others. 

Representative DurHam. Thank you very much. 

Representative Van Zanpr. Mr. Adams, will you please stand aside 
for a moment so we can hear Mr. Burch, who has to catch a plane 
at 3: 30% 

Mr. Apams. Yes, sir. 

Representative Van Zanpr. Mr. Burch, will you give your full name 
and association? I think you are a member of a law firm in Memphis. 


STATEMENT OF LUCIUS E. BURCH, JR., OF BURCH, PORTER & JOHN- 
SON, ATTORNEYS AT LAW, MEMPHIS, TENN., ACCOMPANIED BY 
WALTER VON TRESCKOW, FINANCIAL AND ECONOMIC CON- 
SULTANT, NEW YORK, N. Y. 


Mr. Burcu. Yes, sir, I am Lucius E. Burch, Jr., member of the firm 
of Burch, Porter and Johnson, representing the group identified as 
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the von Tresckow group. I appreciate the privilege of being able to 
speak now, because otherwise I would have to remain over the weekend. 

Representative Van Zanpr. We are glad to accommodate you. 

Mr. Burcu. In the brief time that I was before the committee yes- 
terday, I detailed some of the difficulties that we had in getting : 
conference with the Atomic Energy Commission. I thought we had 
been successful in having a conference with the Atomic Energy Com- 
mission, and a hearing, but as I have listened to the proof, I find that 
we never had one. 

Here is what happened. I came down here with my clients, each 
one of whom is preeminent in a particular field of utility management 
or finance, and I met with who I thought was the Atomic Energy 
Commission. I never saw Mr. Nicolas until he came in the room. I 
never saw Mr. Cook until he came in the room. I never saw anyone 
who was of sufficient importance to the Atomic Energy Commission to 
be present in this room at any time during these hearings. 

I heard from the testimony this morning that the only man who I 
knew by name in the Atomic Energy Commission, with whom I met, 
Mr. Thaxton, the chief of power, was so low down on the totem pole 
that General Nichols did not even know him. So that is the type 
of hearing that we had. 

If it please the committee, I am not going to stand here and attempt 
to say that our proposal is better than the TVA proposal. It is not. 
The TVA by reason of its unlimited Government credit and its free- 
dom from tax liability, can build and operate this plant cheaper than 
we can. I do not think leaving out the conflicting ideologies that have 
figured in this hearing that you can put a penc il to it and arrive at a 
mathematical conclusion that is honest and correct that is other than 
that. 

I am just as confident in saying that you cannot compare the von 
Tresckow proposal and the Dixon-Yates proposal, put the same honest 
pencil to it, leaving out the conflicting ideologies, and come up with a 
conclusion other than that the von Tresckow proposal will save the 
United States Government a minimum of $150 million over the life 
of the 30-year contract. 

Here are the differences. I will touch on them briefly. 

Mr. von Tresckow is here and thoroughly capable of answering any 
technical questions beyond my competence to answer. 

In the first place, there is no difference between the cost of construc- 
tion between the von Tresckow proposal and the Dixon- Yates, assum- 
ing that we have the availability of the same contractors, the same 
engineers. They cannot beat us on that and we cannot beat them. 

The same thing is true on the cost of operation. We can buy coal at 
the same rate they can. They can buy at the same rate we can. 
Assuming that the labor comes the same, it will cost substantially the 
same. That is not where the difference is. 

The difference is in this, that the von Tresckow proposal embodies 
an entirely new idea in public-utility financing. Congresaman Dur- 
ham touched on that yesterday when in cross- examining one of these 
witnesses, he said, there is no risk in any of this. That istrue. There 
is not any risk in a contract of this sort. The Federal Government 
is underwriting it. People that are in that cannot lose money. 
There is no reason for any big profit because the risk is small. For 
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that reason under the von Tresckow proposal, they are ready to 
limit themselves not to a profit, but to a fee which is stipulated on 
the front end at $4 million, and there is no way in the world over 
the 30-year contract they can ever receive more than the $4 million. 

The Dixon- Yates proposal has an equity position and capital and 
consequent profits. 

Now, here are the fundamental differences other than that basic 
concept. First, under the von Tesckow proposal at the expiration of 
the 30-year period, the plant becomes the property of the United 
States Government, without any further expense whatever. That is 
not true under the Dixon- Yates proposal. 

Under any system of utility accounting, which is generally recog- 
nized, the remaining value of that plant at the end of a 30-year 
period, assuming normal maintenance which is predicted in both in- 
stances, is not less than $25 million. That is a big difference. That 
is a conservative estimate. 

The other difference is this, that since under the von Tresckow 
proposal the plant is operated without any profit, at the end of each 
year all profit having been earned turned back to the Government 
as a patronage rebate, there is no profit and consequently no Federal 
income tax to pay. The differential in price per kilowatt as I have 
understood these figures is 3.61 under the von Tresckow proposal 
against 4.10, taking the most conservative figure, under Dixon- Yates. 

Those two figures, the differential with the $25 million saving, 
projected over a 30-year period, will produce for the Government a 
saving of approximately $150 million, and you cannot figure it any 
other way. That does not involve any ideology. That is just figures. 

That is not all. There are other great advantages under the von 
Tresckow proposal. In the first place, the Dixon-Yates proposal 
proposes to build the plant where it is not presently needed, in West 
Memphis, Ark., which is close to the facilities of the Arkansas Power 
& Light Co., I believe it is called. It is built on a site which was 
last officially viewed, I believe, in the year of our Lord 1927 when 
Mr. Hoover rowed over it in a steamboat. it was completely flooded. 
It is protected by a levee. It is on made land, land that has washed 
down from 300 miles. 

The von Tresckow proposal contemplates the use of a site that is 
located not where we want to locate it, but where the TVA says it 
best should go, on the Fulton side, where they have already made the 
borings, where they have predicted it to be the center of their area of 
growth. It is built for immediate integration into the TVA system, 
and presumably that is the agency of the Government that will even- 
tually become the owner of it. 

Now, I want to throw this out and this in fairness to the AEC is 
not in the proposal which we submitted to them. But I heard Gen- 
eral Nichols say something that he did not like the von Tresckow 
proposal because the people who were going to operate it were in- 
experienced. I do not think that is a fair criticism. I think in the 
sense of operation that General Nichols is inexperienced because I 
doubt if he ever lifted a shovel of coal any more than Mr. von Tres- 
ckow did. We think that the operators of plants can be hired, and 
can be hired for reasonable salaries, but to take any question of that 
out of it, we are willing, the day this plant is built, to turn it over 
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to the TVA and let them operate it as a part of their system from 
the day the steam is turned into the generators and into the turbines. 

Now, I think I have touched on some of the principal differentials 
in the two plans. It comes down to this. The only difference be- 
tween the von Tresckow proposal and the TVA proposal—the only 
difference—is this. That under the TVA proposal, instead of going 
to the taxpayers and instead of going to the people who buy the bonds 
and getting the money from them at approximately 2.9 percent, which 
I believe is the going rate for long-term money, there are investors 
who, because there is no risk, are willing to put up that money from 
private sources and let the Government have it at 3.5 percent. That 
is the only difference between the von Tresckow proposal and the TV A 
proposal. It is the use of private capital for the financing of a public 
facility. 

Now, something has been said about the contractual arrangements 
necessary to amortize this over a 30-year period. General Nichols 
gave that as one of the reasons why he did not like the von Tresckow 
proposal, The TVA already—and I have a telegram from the Gen- 
eral Counsel which I believe establishes that, and Mr. Kampmeier is 
here and he can correct me if he knows of any statute to the contrary, 
although I am not quoting the General Counsel of TVA as having 
given me an official opinion—they have existing statutory authority 
to enter into the purchase or contract for the purchase of property for 
a 30-year period. Before there is any sense or basis for this hearing 
whatever, you have got to assume the existence of a contract between 
the AEC and the TVA. If you do not assume that the AEC and the 
TVA are going to mutually contract, then the Dixon- Yates proposal 
is dead to start with, because it contemplates delivering that power to 
the middle of the Mississippi River, and it is going to take a con- 
tractual arrangement with the Tennessee Valley Authority to build a 
line to take that power in the middle of the Mississippi River, and to 
contract to pay for it at those rates over the life of the contract. Un- 
less the TVA has changed very radically and very recently, I do not 
believe that TVA will enter into such a contract. But the TVA by 
its duly accredited representatives could say that. 

Gentlemen, I will say this and Iam through. I came to Washing- 
ton, and it is the first time I have ever been up here at this level. 

Representative Van Zanpt. Did you say at this level ? 

Mr. Burcu. Yes, sir. When I say this level, I mean the AEC, be- 
cause [ had with me something that was new and stimulating. There 
were a group of men who as a result of research over 3 or 4 years had 
come up with an entirely new approach to financing. You can talk 
about mechanical inventions all you want and refinements for the 
mechanical production of power, but you cannot forecast then any 
great saving because right now you are about at the limit of what you 
can theoretically expect to get out of a B. t. u., and convert it into a 
fraction of a kilowatt. The great saving in power in the future is in 
the financing. . 

These men—each one of them a specialist, each one of them who has 
a sufficient standing, I would think, to be justified to go in and meet 
General Nichols any day that he would want to see them, and General 
Nichols was not otherwise occupied—these men came up with this plan 
as an entirely new approach. They say, “Here, there is no risk to this, 
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and beeause there is no risk, we will supply the money without pro- 
hibitive expense.” 

Gentlemen, we never got a hearing. The only contact that we ever 
had officially with General Nichols or with anybody authorized to 
represent the AEC, as I have heard the proof today, was our en- 
gineer, Gibbs & Hill, and immediately after talking to General Nichols, 
Gibbs & Hill retired to Mr. von Tresckow’s desk and wrote this letter, 
which was read in full in the record, and which I will not read again. 

Representative Hotirrep. I was not here, Mr. Burch, when that 
letter was read. Would you mind reading it again? I think I was 
absent from the committee. I did not know about this letter. 

Mr. Buren. This is a letter dated May 6, the original signed letter 
is in the record, andvested to Mr. Walter von Tresckow, 400 East 52d 
Street, New York 22, N. Y. It was dictated, signed, and delivered 
immediately after Mr. Sloan had laid down the telephone, after con- 
cluding a conversation with General Nichols, which is the only time 
we have had any communication with the Atomic Energy Commission 
as it now develops in official capacity, and it says: 

In our original discussions we had no knowledge of the fact that any private 
utilities were interested in the construction and operation of a generating sta- 
tion in the Tennessee Valley area for the Atomic Energy Commission. 

It now develops that unauthorized use of our name has been made in connection 
with a proposal to the Atomic Energy Commission counter to one submitted 
by Middle South Utilities and the Southern Cos. 

On April 28 we pointed out to you that Gibbs & Hill, Inc., could not afford to 


have its name linked with any endeavor contrary to the interests of any privately 
owned public utilities in this country. 


Now, here is the meat of this thing, gentlemen. We have heard Mr. 
Dixon’s name mentioned all through this testimony. General Nichols 
has had several conferences, according to his testimony, with Mr. 
Dixon, whom I am about to read in this letter. Mr. Dixon is the one 
who is the favored bidder under the evidence of the Atomic Energy 
Commission. 


The use of our name has come to the attention of Mr. Dixon, president of 
Middle South Utilities, and through him to Mr. England, president of Atlantie 
City Electric, one of our clients; and to a number of electrical equipment and 
boiler manufacturers. One of the subsidiaries of Middle South Utilities is the 
New Orleans Public Service Co., with whom we have been endeavoring to nego- 
tiate an agreement for the design and/or construction supervision of their new 
station. 

In view of the foregoing it would seem necessary to have statements issued 
in such newspapers as Gibbs & Hill’s name has been mentioned in connection 
with this project, to this effect: That we will not participate in any activity 
detrimental to the privately owned public-utility industry in this country. 

Any personal names or company names used above are confidential and have 
been mentioned for the sole purpose of adequately presenting Gibbs & Hill’s 
position. 

Yours very truly, 
Davin B. SLoan, 
President, Gibbs & Hill, Ine. 


There is the story in the rough. 

Representative Horiterp. Mr. Burch, have you approached this 
company to do some engineering and design for you? 

Mr. Burcu. IT have in my possession the original worksheets pre- 
pared by Mr. Sacks, vice president in charge of e ngineering of Gibbs 
& Hill, which were the basis of the figures which Mr. von Tresckow 
made his first proposal. 
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Representative Hoxiriep. It is your contention, and you produce 
this letter as proof, that immediately upon the Gibbs & Hill people 
finding out that this facility was to be for the use of TVA that they 
in effect. blackballed your company and refused to go through with 
any agreement because of the situation they found themselves in ?/ 

Mr. Burcu. I place no construction on it, sir. I only relate what 
engine. i 

tepresentative Van Zanpr. Did you send a wire to General Nichols 
in which you mentioned the name of Gibbs & Hill ? 

Mr. Burcn. I did, sir. 

Representative Van Zanpt. Why did not Gibbs & Hills get in touch 
with General Nichols after that? 

Mr. Burcu. I cannot tell you, sir. I can tell you that Gibbs & Hill 
had done the work and I had received a written memorandum, copy 
of which went forward to Gibbs & Hill, to use their name in my com- 
munication to General Nichols, the original of which I also have in 
my pocket. 

Representative Van Zanpt. Why did not Gibbs & Hill get in touch 
with General Nichols before you sent the wire? 

Mr. Burcu. I cannot answer that, sir. I am curious to know. 

Representative Hoirermeip. Mr. Burch, have you finished your pres 
entation for the moment ? 

Mr. Burcu. I have, sir. I would like for Mr. Von Tresckow to 
briefly state the mathematical basis for the plan. 

Representative Hortrretp. Before that is done, I would like for one 
of you to state to the committee the financial responsibility of your 
group. You have made no such statement to the committee, and as 
far as we know, you are just two gentlemen from down South some- 
where. 

Mr. Burcu. I do not think that is any fatal indictment. 

Representative Hoxtrmtp. I am from Kentucky myself, sir, so I 
did not cast that as an aspersion. 

Mr. Burcu. I am very happy to answer that. You were not here 
yesterday. That has previously gone into the record, but I will read 
it again. 

First is Mr. Walter von Tresckow, who sits beside me. Mr. Von 
Tresckow is the former vice president of the Central Hanover Bank. 
He has been a financial and economic consultant since his retirement 
from the bank a number of years ago. He is a member of the com- 
mittee appointed, I believe, by the Congress as advisers to the Cape- 
hart Committee. Is that correct? Is that where you come from? 

Mr. Von Trescxow. That is right. 

Mr. Burcn. Caldwell, Marshall, Trimble & Mitchell is the pre- 
eminent legal bonding firm in this country. I imagine that they vali- 
date more bonds with States, counties, and municipalties than any 
other firm in this country. 

Harvey Weeks, 22 East 32d Street is, as I described him yesterday, 
and he probably would not like to be described as a capitalist. He is 
also formerly a vice president of the Hanover Bank, ’ 

Schwartz, Nathanson & Cohen is a firm that specializes in security 
matters, particularly before the Securities and Exchange Commission. 

Robert W. Larrow is a member of the syndicate. He is the corpora- 
tion counsel for the city of Burlington, Vt., and was active in a Ver- 
mont power deal which I will allude to in just a moment. 
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The final signature, and this is the firm that will handle these bonds, 
Salomon Bros. & Hutzler. As you say, I was just a boy from the 
South, and I never heard of Salomon Bros. & Hutzler when I went to 
New York to meet these people. Salomon Bros. & Hutzler are the 
largest bond firm in the world, handling Government and high-grade 
municipal obligations. 

Mr. Durham would know the name Salomon Bros. & Hutzler. For 

long time they have financed a good many Government projects. 
One of them I did not particularly approve of. Salomon Bros. 
financed the Yankee Army during the Civil War. So they have been 
at it a long time. 

They are the people who are behind the syndicate. This thing did 
not spring up fullblown like Minerva coming out of the head of Jove. 
These people are specialists in their fields. Each one has something 
to contribute by way of his specialty. 

They got in a situation where there was a fight between two private 
power companies up in Vermont, and they worked out a system which 
resulted in the incorporation of the Vermont Generating Station, Inc., 
whereby they would provide this low-cost money for the production of 
power wherever it is needed, wherever there is a responsible contract- 
ing power to buy it. This is not just for the TVA. If they need 
power out in Nevada, this system, this plan, and this capital is avail- 
able for it. It was accepted enthusiastically in Vermont and that 
strikes me as singular that in the first opportunity that it has had for 
really a large-se ale applic ation, where it 1s sorely needed, whereby the 

raising of this private capital will permit taking TVA out of this 
debatable area in which it is, these people did not even get a hearing 
by anybody who has been represented to us as a responsible official of 
i Atomic E inergy Commission. 

Representative Van Zanvr. Mr. Burch, let me ask you a question. 
Why were you reluctant to name the principals in your contact with 
the AEC? 

Mr. Burcu. I will tell you very shortly, sir. I knew that as soon as 
it was mentioned that private industry, private finance, and private 
engineers, were coming down into this area to bid for this business in 
competition against what I had formerly believed to be a figment of 
the imagination of Senators and Congressmen, that is the private- 
power lobby, I knew that when they got in competition with that, there 
was going to be tremendous pressure against them. For that reason it 
was thought best just to designate one firm. 

As soon as Gibbs & Hill, what shall we say, withdrew as a result of 
the pressure which they detailed, I was determined that that pressure 
was not going to be exerted against Salomon Bros. & Hutzler, who do 
a large business in public finance for municipalities, with Caldwell, 
Marshall, Tremble & Mitchell, who make their livelihood from finanec- 
ing or validating the issue of private companies, so I did not see any 
need to go out and put in the newspapers who these people were, and 
have them shot at until we had an opportunity to talk to General 
Nichols and the people whom we thought would receive us in a friendly 

and hospitable fashion. ‘That is the reason, sir. From the Gibbs & 
Hill episode, I think the caution was well founded. 











1090 AMEND ATOMIC ENERGY ACT OF 1946 


Representative Van Zanpr. Who applied this pressure to have this 
other concern withdraw ¢ 

Mr. Burcu. All I know, sir, is what the letter says: 

The use of our name has come to the attention of Mr. Dixon. 

You heard his name all through the proof. 

President of the Middle South Utilities, and through him to Mr. England, 
president of Atlantic City Electric, one of our clients, and to a number of ele 
trical equipment and boiler manufacturers. One of the subsidiaries of the Middl 
South Utilities is the New Orleans Public Service, Co., with whom we have been 
endeavoring to negotiate an agreement for the design and/or construction and 
supervision of their new station. 

It says here that Mr. Dixon applied to Mr. England, president of 
the Atlantic City Electric, who is one of their clients, and Middle 
South Utilities applied it to New Orleans Public Service Co. I do not 
know these things. 

Representative Van Zanpr. Mr. Burch, am I correct in assuming 
that the AEC or General Nichols was not involved in this pressure. 

Mr. Burcu. No, sir; I cannot fairly.say that they were. The only 
criticism I have of the AEC, and this is a very sincere criticism, is 
that I believe that the AEC as early as April from the proof that ] 
have heard in this case was, shall we say, ideologically committed 
to the generation of power for a profit motive. That runs through 
all the “correspondence. That runs through the directive which the 
Director of the Budget signed, and I think it was for that reason that 
we never had a hearing. 

I do not say that there was anything corrupt in the usual sense, 
or improper, about anything that the AEC did. But I do say that 
our proposal never did have a hearing before people who were respon- 
sible, and were not intellectually or - otherwise committed to a com- 
peting idea. 

Representative Horrrrecp. Mr. Burch, let me ask you this question. 
Do you consider your proposal a private enterprise proposal ? 

Mr. Burcu. Yes, sir; I feel that when any company puts its money 
up and lends that money out and finances a proposition and they get 
a fee for it, that is the use of private funds. 

einen ed Howirrevp. And you do intend to avail yourself of 

4-percent money in the private market to do this job? 

gs Burcu. Absolutely, sir; that is in the proposal. 

Representative Horrrretp. Do you have airy commitment that 
money will be available by a responsible firm ? 

Mr. Burcn. Salomon Bros. & Hutzler. 

Representative Howirtetp. They have committed themselves to you 
that they can sell bonds on a proposition like that ? 

Mr. Burcu. Am I safe in saying “Yes” to that? 

Mr. von Trescxow. Yes. 

Mr. Burcu. Yes. 

Representative Hoxirretp. You are in effect a private enterprise 
bidder against Dixon-Yates to furnish service to the Government 
and you are exacting a private enterprise fee or requesting a private 
enterprise fee of $4 million and limiting the value of your service 


as construction engineers and financiers of this projects ‘to a $4 mil- 
lion fee. 
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Mr. Burcu. Precisely, sir. 

Representative Houirieip. I suppose if you got that $4 million fee, 
you would not pay Federal income taxes on it necessarily ¢ 
* Mr. Buren. I have not figured out a way to escape it. 

Representative Van Zanpr. You mentioned yesterday, Mr. Burch, 
4 that you would save $150 million for the Government. 
Mr. Burcn. That is so. 

Representative Van Zanpr. I would like to ask General Nichols if 
he actually gave any consideration to your proposal, and to give us 
his reaction to it, especially in regard to the $150 million. 

Mr. Burcu. Yes, sir; I hope you will ask the general that. I will 
‘ say this, that we were shown figures by Mr. Bloch, who was in that 
meeting with us and their figures worked out lower than ours. Mr. 
Block’s figures were 3.61 a kilowatt. Ours had been forecast at about 
3.64 or 3.65 a kilowatt. The Indians with whom we met in the AEC, 
not the chiefs whom we never got to see, I thought gave us a very 
businesslike reception. 

Representative Van Zanpt. Did you say businesslike reception ? 

Mr. Burcu. I have only learned that lately, sir. 

Representative Durnam. Have you got a copy of your contract 
that you submitted to the AEC? 

Mr. Burcu. Yes, sir; I have quite a number of copies. 

Representative Duruam. Will you submit one for the record if 
there is no objection? 

Mr. Burcu. Yes, sir. 

Representative Van Zanpr. If there is no objection, it will be in- 
cluded in the record. 
(The documents referred to follow :) 





WALTER VON TRESCKOW, 
FINANCIAL AND ECONOMIC CONSULTANTS, 
May 26, 1954. 
Mr. R. W. Cook, 
General Manager for Manufacturing, Atomic Bnergy Commission, 
Washington, D.C. 

Dear Mr. Cook: Your data sheet states that your power requirements are for 
600,000 kilowatts of firm power for delivery to the TVA at points near, or at 
Memphis, Tenn., for use in the Memphis area by TVA as a replacement of energy 
being delivered by TVA to you at Paducah, Ky. 

Our proposal to you for the supply of your power is made on two general as- 
sumptions: 

(a) That your agency and the Unted States Government are interested in the 
lowest possible cost for the power which is required. 

(b) That friendly cooperation between your agency, the TVA, and ourselves is 
possible and legally permitted in order to obtain the lowest possible cost. 

If the two above assumptions are correct, we estimate that under our plans 
we will be able to deliver this power to TVA at a maximum net cost of 4 mills per 
kilowatt-hour as against the 4.5 to 5 mills per kilowatt-hour under the Mid South 
proposal to you. (The calculations are based—re Mid South—on statements 
‘ made on pp. 2554-2558 of the records of hearings before the subcommittee of the 
Committee on Appropirations, House of Representatives, 83d Cong. ) 

The savings under our proposal would be in exeess of $100 million during a 
25-year period, and $150 million during a 35-year period. This saving of $100 
million to $150 million is not achieved because we expect to be able to build and 
operate the generating station at less cost than other competent people can do. 
The savings will be due to a new and more realistic approach to the financial side 
of the project. 
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The major financial differences in our proposal, as against the Mid South pro- 
posal you are considering are: 

A. The capital will be obtained through the issuance of bonds. 

B. There will be no stock financing beyond qualifying shares. There will be 
no common stock or equity investment requiring the customary 8, 10 percent, or 
other return. 

C. Our compensation shall be limited to an amount equal to 1 year’s savings 
over and above the Mid South proposal you are considering. 

D. Power will be supplied to you at the cost of production. (Cost of produc- 
tion here means not only coal, labor, and supplies, but also all financial and man- 
agement charges including taxes. ) 

BE. The generating station will be turned over to the TVA for $1 when all of the 
bonds have been paid off. 

DETAIL 


1. We propose to build a 600,000-kilowatt plant equipped with three 200,000- 
kilowatt generators. 

2. The location of the plant is to be at the site chosen by the TVA for the Ful- 
ton steam plant in Lauderdale County, Tenn. 

8. Our estimates are that the plant can be built at a cost of $150 to $162 per 
kilowatt of capacity, or a cost of between $90 million and $100 million. 

4. The plant will be in full operation 3 years from the signing of the contract, 
barring force majeur, or conditions beyond our control. 

5. The power required is to be delivered to TVA for your account in the Mem- 
phis area. 

COST OF POWER TO YOU 


1. On the assumption that 90 percent of the capability of the plant will be used 
(620,000 kilowatts), or 4.9 billion kilowatt-hours per year, the charge to you will 
be at the rate of 5 mills per kilowatt-hour. 

2. At the end of each year you will receive a patronage dividend of all monies 
not required to pay for the cost of production of power, management expenses, 
taxes, interest, and the amortization of debt. This patronage dividend will pro- 
duce a maximum net cost of power to you or 4 mills per kilowatt-hour except for 
future increases in labor and material costs. 

3. Energy charge: We estimate that the cost of labor, fuel, and supplies will 
be between 2 and 2.2 mills per kilowatt-hour, with present coal, labor, and 
material costs. Under the Mid South proposal this charge is estimated to be 2 
mills. 

4. Demand charge: We estimate the cost of interest, amortization of debt, 
taxes, and management to be between 1.3 and 1.4 mills per kilowatt-hour. This 
is between 6.37 and 6.86 million dollars per year, as against approximately $12.3 
million for the same items in the Mid South proposal. 

5. Firm power: Firming up the power from this plant can be done in two 
ways: 

(a) The addition of 1 generator of 200,000 kilowatts. 
(b) An arrangement with TVA for supplying power to firm up the 
600,000-kilowatt plant. 
The addition of one 200,000-kilowatt generator will make it possible to produce 
power in excess of your requirements. If an arrangement with TVA can be 
made for the marketing of this excess power, savings will be realized. 

The other method-——an arrangement whereby TVA would firm up the plant 
with some of its existing facilities—may be even more desirable. 

Both methods of firming up the power will require the friendly cooperation 
of yourselves and TVA. 

TERM OF CONTRACT 


Your requirements call for a 25-year contract including cancellation privileges 
and option to extend the contract. If the TVA will enter into a supplementary 
contract with us for an additional 10 years; and also agree to take the output of 
the plant in case you cancel your contract with us, as well as the excess power 
which may be available, then our program will be feasible. 

At the end of the construction period, plus 32 years, after all of the bonds have 
been paid off, title to the plant will be turned over to the TVA on payment of $1. 


ESCALATION CLAUSES AND MISCELLANEOUS 


1. All increases in the cost of operation including taxes are to be added to the 
previously quoted figure of 5 mills per kilowatt-hour. : 
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9. Engineering design, construction, and operation shall be subject to the 
AEC and/or TVA approval. 

2 All differences of opinion are to be arbitrated. ? 

4. Replacement costs are to be charged for as made, and approved by the TVA. 


Coal 

We have been advised that coal, in the quantities required (approximately 
914, million tons per year) can be delivered to the site of this plant at the present 
time, at between 18 and 20 cents per million British thermal units, or $4.86 to 
$5.40 per ton. 

Transmission connection with TVA 

This cost is not included because of lack of detailed information to us at the 
present time about requirements of TVA. Since you have this information and 
the cost is relatively standard, it is possible for you to determine these costs. 

The engineering data on which our proposal is based are thoroughly within 
the actual experience of the last few years. Our estimated construction cost 
is $150 to $162 per kilowatt. This compares with the actual experience of OVEC 
of $150 per kilowatt, and the TVA at Shawnee of $145 per kilowatt. The energy- 
cost charge we quote you of 2 to 2.2 mills per kilowatt-hour compares with the 
figure of 2 mills quoted you by Mid South Utilities. 

Our proposal to you rests primarily on a willingness of your agency, the TVA, 
and ourselves to cooperate in achieving the lowest power cost possible; and 
secondarily is based on a new financial concept. If the cooperation required 
for our proposal is not feasible, and our financial ideas not acceptable to you, 
it would not be necessary to get into the detailed engineering phases of the 
project. 

The names of engineers, contractors, or probable operating personnel will be 
supplied to you at the proper time, bearing in mind that they will be people of 
recognized and proper standing to do the work required. We feel sure you will 
agree with us that, at this time, the actual names are not necessary for your 
evaluation of our proposal. 

If you will advise us concerning your interest in, and acceptability of, the basic 
concepts of our proposal as outlined herein, namely : 

(a) Lowest possible cost for power. 

(b) Friendly cooperation of parties involved. 

(c) The financial plan. 
We will be glad to come and see you with our engineers and others in the group 
at a mutually agreeable time. 

Hoping to have the pleasure of making your acquaintance at an early date. 

Cordially yours, 
WALTER VON TRESCKOW 
(For Messrs. Harvey Weeks, John N. Mitchell, Salomon Bros. 
& Hutzler, George H. Schwartz, Zelig R. Nathanson, Robert W. 
Larrow). 


WALTER VON TRESCKOW, 
FINANCIAL AND Economic CoNSULTANTS, 
June 2, 1954. 
Mr. R. W. Cook, 
General Manager for Manufacturing, 
Atomic Energy Commission, Washington, D. 0. 

Dear Mr. Cook: Attached hereto are the answers to the questions transmitted 
by you via long-distance phone May 28, 1954. 

You may consider the attached material, dated June 2, 1954, as addenda to 
our proposal to you dated May 26, 1954. 

Wherever differences appear between the attached material, dated June 2, 
and our proposal, dated May 26, you are to consider that data contained in the 
attached material (June 2) supersedes that in the proposal (May 26). 

The only questions unanswered in the attachments are relative to— 

(1) Taxes. 
(2) Limitation on Government liability on construction costs. 

Information on the above was still incomplete at the dictation time of this 
letter, but it will be provided at the meeting in your office in Washington on 
June 3, 1954. 

Cordially yours, 
WALTER VON TRESCKOW. 
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What is included in the plant cost of $150 to $166 per kilowatt? 

(a) Cost of plant, including boilers, turbogenerators, buildings, coal-handling 
facilities. 

(b) Necessary river work. 

(ec) High voltage stepup substations. 

(d) Working capital. 

(e) Interest during construction. 

(f) Financing costs, including organization expenses. 

Transmission line costs are not included. 


Tupe of securities to be issued 


We plan to issue a mortgage revenue bond secured by payments for power pur- 
chased by the Government. 


Interest rate 
Our calculations are based upon an interest rate of 3144 percent for the bonds 
Amortization period 


The bonds will be 35-year bonds. Amortization will be within 30 years, 
beginning with the sixth year. 


What type of corporate structure is planned? 


The corporation to be formed is specifically for the purpose of constructing, 
owning, and operating the plant with sufficient capital to provide the initial 
funds required prior to permanent financing. 


Capacity and capability 


Our estimates are based on three units of a capacity of 200,000 kilowatts. The 
capability estimates are 220,000 kilowatts, or a total of 660,000 kilowatts. The 
estimated net capability of the plant, after allowing for station use, is 620,000 
kilowatts. 

The estimates submitted herewith are based upon operation at 90 percent of 
capacity. 

Heat rate 


Two heat rates are used in our estimate: 9,200 B. t. u. per kilowatt and 9,400 
B. t. u. per kilowatt. This is a net heat rate for the plant before stepup sub- 
station. We estimate transformer loss to be about 1 percent in a plant of this 
size. 

Fuel costs 


We have been informed by large operators in the industry that, by close coop- 
eration with mines over a number of years, it should be possible to get coal 
costs of between 18 cents and 20 cents per million B. t. u. We have also been 
informed that the normal market price today is between 20 cents and 22 cents 
per million B. t. u. We have used the latter figures in our estimates for the 
sake of conservatism. 

Guarantee of power cost 


The 4 mills per kilowatt-hour figure of the estimated cost of power to you 
is not a guaranteed figure. This is our estimate of the maximum net cost of 
power to you. 


Breakdown of energy charges 


Low estimate) High estimate 





Kilowatt-hours output at 90 percent capacity (in billions). ‘ 4.73 | 4.73 
Heat rate per kilowatt-hour t .B.t.u 9, 200 | 9, 400 
Coal cost per million B, t. u 5 ' és ...-cents 20 | 22 
Annual fuel costs (in thousands) : $8, 703 | $9, 790 
Labor and superintendence (in thousands) ow s 600 | 600 
Lubricants and supplies (in thousands) -_-_- i int 130 | 130 
Maintenance (in thousands) ... .... ; dibchdaehendincdtiimresntitenes 1, 500 | 1, 500 

Total (in thousands) Woeintsisss SAS ALOR 10, 933 12, 020 


Unit cost per kilowatt-hour (in mills)... ..--. adhd wisk} acinigndacedbsaegied | 2.31 | 2. 54 
| i 
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Comments on energy charges 


The maintenance item has been made deliberately high in comparison with 
experience, especially in a new plant. This item is made large enough, in our 
opinion, to include all replacement costs except those covered by insurance. 

We also believe that the estinmate for labor is relatively high, but we would 
rather overestimate this item than to underestimate it. 


Breakdown of demand charges 


Low esti- High esti- 
mate mate 


Cost of plant (in thousands) $90, 000 $100, 000 
Interest and amortization on an annual level payment basis (in thousands) - 4, 893 5. 437 
Unit cost per kilowatt-hour (in mills) ___. " 1.03 1.15 


Comments on demand charges 


These figures are based upon the retirement of all debt at 314 percent in 30 
years. In the first year of amortization the interest would be $3% million, and, 
in one case, the amortization would be $1,393,000; and in the other—$1,937,000. 
The interest charge becomes lower in every year, and the amortization becomes 
larger by the same amount that the interest drops. 


Low esti- High esti- 
mate mate 


Total cost of all energy and demand factors (in thousands $15, 826 | $17, 457 
Unit cost per kilowatt-hour (in mills) 3. 35 | 3. 69 
Backup costs (in thousands) $800 $, 800 
Unit cost per kilowatt-hour (in mills) 0.17 0. 38 
Management (in thousands) $250 $250 
Insurance (in thousands) - $20) $250 
Taxes (in thousands) _. — $150 $1, 100 
otal of all costs (in thousands) $17, 226 | $20. 957 
otal unit cost per kilowatt-hour (in mills 3. 65 4.44 


Our proposed compensation 


In order to avoid all confusion on the subject, we will state that our return 
shall be $4 million. 
Vanagement 

We propose to form a management corporation made up of qualified experts. 
The functions of this management group are: 

(a) To take care of purchasing of coal and supplies. 

(b) To handle accounting. 

(¢) To function as treasurer. 

(d) To exercise all executive and management functions except those relat- 
ing strictly to corporate affairs. 

Term of contract 

According to paragraph D of section 1812, title 42, United States Code An- 
notated, the Atomic Energy Commission is limited to 25 years for electric uti- 
lities’ services. 

We therefore propose that your contract with us be for 25 years and, accord- 
ing to the same law, shall be subject to termination by you at any time. 

The term of the contract is to begin upon commencement of our delivery’ of 
power to you. 

We further propose a subsidiary contract with the Tennessee Valley Authority 
on the same terms as the contract with you, for 32 years from the commence- 
ment of our delivery of power to you, to take power from us when you do not 
need it, or if you cancel your contract with us. 

The demand in the TVA area is growing at the rate of 750,000 kilowatts per 
year.. We therefore believe that they would absorb at most any time all the 
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power you do not want or need. Therefore, cancellation costs to you, under this 
arrangement, would be at a minimum and maybe zero. 

At the end of 30 years from the commencement of delivery of power we will 
turn over to TVA not only the plant, but also all working capital and other 
assets of the corporation, if, at that time, TVA will assume all remaining out- 
standing bonded indebtedness and current obligations. 

The price to TVA shall be $1. 

Insurance 


Insurance is included in the operating costs. The estimate received was 
$150,000. We have increased this to $200,000 to $250,000 in our operating figures 
Replacement costs 

There are three types of replacement : 

(1) The ordinary wear and tear which occurs in operation. 

(2) Replacement of units of substantial cost because of technological ad- 
vances. 

(3) Replacements covered by insurance. 

In our maintenance estimates all items falling under classification No. 1 are 
included. 

Items falling under classification No. 2 (due to technological advances) which 
would decrease the cost of power, these replacements would be made only with 
your and/or the TVA approval. The method used for financing this type of 
replacement is to be agreed on at the time replacement occurs. 

Items falling under No. 3 are self-explanatory. 


Names of all institutional leaders 


Nearly all of the men and firms in this syndicate have been associated with 
the financial field in one way or another most of their lifetimes. 

In our opinion the securities we propose to issue are attractive for insti- 
tutional investors. They are to be privately placed rather than underwritten 
by Salomon Bros. & Hutzler. 

This type of security has been developed over the last 8 years through re- 
search which involved consultation with many institutional investors and 
others interested in the purchase and sale of securities. 

At the present time we have not asked for, or received, any commitments from 
institutional lenders. 


What is the wnique method of financing? 

(a) The voluntary limitation of profits to a small fraction of what is presently 
the custom. 

(b) 100 percent debt financing on a mortgage revenue bond basis at conserva- 
tive interest rates. 

(c) Power contract obligations to cover debt service (amortization and in- 
terest) about 2 times. 

(d) Remitting of excess of income over and above all costs to the users of 
current at end of each fiscal year. 

(e) The repayment of all outstanding debt within 35 years. The debt may 
not be increased or refinanced except for the benefit of the consumer. No bene- 
fits from refinancing may go the stockholders. 

(f) After repayment of all debt the charges for power to the consumer shall 
be lowered to accurately reflect this occurrence. 





WALTER VON TRESCKOW, 
FINANCIAL AND ECONOMIC CONSULTANTS, 
June 4, 1954. 
Mr. EB. Biocn, 
Director, Division of Production, 
Atomic Energy Commission, 
Washington, D.C. 

Dear Mr. BiocH: This is an addition to our letter of June 2, 1954. We are 
answering the questions on taxation and bonding which we were not able to 
provide you with in writing yesterday and the other question which developed in 
our conversations of yesterday and today. 
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1. Limitation on Government liability in construction costs 


We propose to obtain a performance bond to guarantee the Government that 
construction costs will not exceed $200 per kilowatt. 

The bond to be for $20 million, which will protect the Government against 
increases in costs from $200 per kilowatt to $233 per kilowatt. 


2, Taxation 


(a) Federal tawves.—We expect that there will be no Federal taxes under 
our plan. 

(b) Tennessee tares.—There are two types of taxes which may be levied 
in Tennessee: (1) real-estate taxes; (2) gross-receipts taxes. There are no 
other taxes to be considered in Tennessee. 

The minimum estimated real-estate tax is $150,000. The maximum is about 
$500,000. 

It is the opinion of our attorneys that the low figure of $150,000 is the realistic 
one. 

The gross-receipts tax rate is 3 percent. This tax would amount to $600,000. 
It is the opinion of our attorneys that this tax would not be payable under our 
method of operation. 

In our costs we have used the figure of $150,000.in our low estimate and the 
figure of $1,100,000 for our high estimate. 


3. Our proposed compensation 


Mr. Morrison, your attorney, yesterday pointed out that if the $4 million 
were to be paid us in the fourth and fifth year, there might not be any further 
incentive on our part for efficient management. 

In order to satisfy the point raised by Mr. Morrison we amend our proposal 
as follows: 

(a) The total to be received by us to be $4 million. 

(b) One million dollars to be received by us from the proposed Tennessee 
corporation in the fourth year. 

(c) The balance of $3 million to be paid at such times during the period of 
the contract as you suggest. 

(d) We are to receipt 444 percent per annum on any unpaid balances after 
the fourth year. 

We will be glad to furnish any further information which you may require. 

Cordially yours, 
WALTER VON TRESCKOW. 


Preliminary high cost estimate 600,000 watts steam generating station 


Figures 

in millions 
1. Tarbo generatoraiand accesporie@iio 22.) ee 17 
Boiler plant equipment 19 
Power piping pump heat exchangers_____-___ <i leieieaenitibigeitioies aan alana 19 
Coal and ash handling equipment 
Station electrical equipment and wiring 
. Stepup substation 
Powerplant structures and accessories________- 
Intake structure, river works, etc 
Land, railway siding, site preparation 
. Working capital— 
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. Interest during construction 

2. Organization expenses 

. Financing costs 
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Total 


Representative Van Zanpr. General Nichols, we vill now hear 
your statement. 

Mr. Nicnors. Could I make a complete statement when I start, sir! 

Representative Van Zanpr. Surely. 
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STATEMENT OF K. D. NICHOLS, GENERAL MANAGER, ATOMIC 
ENERGY COMMISSION 


Mr. Nicuors. Mr. Chairman, I would first like to explain why Mr. 
Burch was not able to find any chiefs. As I recall he stated he met 
with the AEC group on June 3. If you will recall, I was here on 
June 3, so were all the other chiefs. In other words, we were having 
hearings before this particular committee on the Atomic Energy Act. 
I think you would agree that my presence here was the appropriate 
one. 

That was also true on Friday, June 4, and as this committee recalls, 
I did not come over here on the 5th, where I would have been on Sat- 
urday morning if I had been in Washington, but by special concession 
of the Chairman, which I appreciate very much, I went to a reunion 
at West Point. If I had been here, I would have been in Congress 
before this committee June 3, 4, and 5. 

The question comes, well, why not someone else ? 

Mr. Cook at that time was out on business, a trip he had postponed 
once. This meeting being indefinite, as I have reason to believe it 
might continue, to be authorized to go, so I authorized the next man 
in the chain of command, in other words, a division director, and I 
think you people appreciate the responsibility of a division director. 
They are not Indians. They are directors and chiefs. 

Mr. Ed Bloch, Director of Production, was the man that I called 
in and said that you will carry on the negotiations and the talk with 
Mr. Burch. I stated, “It will be you, and I will try to be present at 
the final negotiation, as I was with Mr. Dixon.” In other words, I 
would come in when they arrived at some understanding. That is 
when I would try to be present. I think you people understand why 
I was not. I was before you people on June 3. 

So although I can understand Mr. Burch’s feeling in seeing all of us 
here, maybe this is the place for him to come to find us. That is the 
explanation, sir. 

Rancandiline Van Zanpt. General Nichols, I regret I have to leave 
to catch a train. I trust you will understand the situation confront- 
ing me. 

Mr. Nicnots. All right, sir. I would like to give the chronology. 

Representative Van Zanpr. In my absence, Mr. Jenkins will pre- 
side. 

Mr. Nicuors. All right. 

This is the type of form we normally have in keeping a record of 
what takes place in this type of negotiation. If you desire I can 
insert all the correspondence in the record, but for brevity I would like 
to go through this. 

On April 28, as Mr. Burch stated, we received a telegram addressed 
to myself and Mr. Strauss from Mr. Burch stating: 

Desire to submit proposal of Gibbs & Hill, Inc. Will contact AEC for appoint- 
ment. 

I did what I Rormally do when I get a request of that type. I sent 
for my lawyers, recognizing here is a legal firm, and asked for the 
reputation of Burch, Porter & Johnson, and Mr. Price told me it was 
a reputable firm in Memphis. I knew Gibbs & Hills’ reputation so I 
did not bother to ask about that. 
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Then I was waiting for Gibbs & Hill to contact me as stated in the 
telegram. 

On May 3, in view of the fact that I felt we must get along with this 
business, I sent a teletype to Mr. Burch, stating we had no contact 
with Gibbs & Hill. Wires crossed at that time, stating engineers and 
so forth would attend conference ; also indicating that the group would 
be in Washington on May 11, and would appreciate being advised if 
the date would be satisfactory. Also a suggestion for suitable hour. 

May 5, Mr. Cook to Mr. Burch, stating Bloch—in other words, Ed 
Bloch, the man in question whom I believe is a chief, not an Indian— 
would meet with the group on May 11 at 10 o’clock, and ask to advise 
of names of individuals and affiliations of those who would be attend- 
ing meeting. Also stated that proposal to be submitted should be 
complete with data for AEC to make an evaluation. In other words, 
I think these are all reasonable requests. 

May 5 we got a teletype Burch to Cook stating date and time of meet- 
ing satisfactory, names of individuals to attend would be submitted 
day before meeting, and also indicated data being submitted with pro- 
posal. Asked to be advised if assumptions were not in accordance with 
Commission desires. 

May 6, teletype to Burch from Cook stating proposal should show 
provision for backup and cancellation provisions. 

May 6, and this was the stage where I happened to get a little curi- 
ous as to why the reluctance—in other words, I wondered why the 
reluctance to reveal who is going to come to a meeting. I normally 
before a meeting like to know who I am meeting, look them up in 
Who’s Who, if they are there, or Men of Science, or ask somebody 
who knows them. In other words, I like to know the individuals with 
whom I do business. 

So I called Mr. Sloan of Gibbs & Hill. I didn’t have to tell him 
why I called. He immediately said, “Well, these people are here now, 
and they are using my name”—TI don’t know the exact word he used, 
but he sounded to me like he was having a minor explosion. It ended 
up with two statements, one that he would not be here for the meeting 
in Washington, and second that he would like to see me in order to 
explain it at some later date. 

I got a little annoyed at that time. That looked to me like there was 
misrepresentation about Gibbs & Hill. So I wrote a teletype myself 
which my distinguished attorneys advised me to calm down a little 
bit. So wesent another teletype to Burch, Porter & Johnson. I think 
now I wish I had sent it, stating that if a conference is desired—rather 
stating that Sloan, president of Gibbs & Hill, advised that their firm 
was not connected with proposal, that meeting on May 11 is canceled. 
and that we would be unable to consider setting another meeting until 
we received the names of firms that were to be represented. In other 
words, I refused to meet until I knew with whom I was meeting. I 
think that as a Government representative that is a fair precaution, to 
find some idea of the individuals that are being represented. 

I did not understand the need for all this mystery that apparently 
Mr. Burch was so worried about. 

Representative Jenkins (presiding). Being a lawyer, I think you 
do well when you follow a lawyer’s advice. 

Mr. Burcu. I agree, sir. 
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Mr. Nicuots. Then on May 10, we got a teletype from Burch, Porte 
& Johnson, as conference is desired, will furnish name of all in at- 
tendance when requesting date. In other words, they stated they 
would furnish names. I wanted to be sure they got the May 6 tele- 
gram so they would not all show up unnecessarily. 

May 13, Burch to Nichols, stating group listed, and he gave the 
names then, desire to enter negotiations for construction of steam 
plant, listed six groups. 

My check on those six groups confirms Mr. Burch’s statement. The) 
are all very reputable firms. In other words, I have no question what- 
soever about any of them. 

Representative Hotirtetp. This was on May 13? 

Mr. Nicuots. Yes. In other words, that was the first time I had 
any idea who Mr. Burch was representing. 

May 19, teletype to Burch from Nichols requesting name of engi- 
neering firm to be responsible for design and construction and name 
of utility for operation to be furnished by May 21. 

Again I was interested, who is going to do this work? I know now 
who was backing it. They were all good financial people and very 
reputable ones. But it ene! important that the job get done, I wanted 
to find out what type of talent was to be used in c doing it. I think 
there is something besides shoveling coal in operating and building 
a steam plant. Ido not think you shovel coal any more. 

May 19. Letter to Burch sending out our data sheet. 

May 21. Wire from Burch stating data and letter of 19th not 
received. 

May 21. Wire Cook to Burch, stating sent May 19 special delivery 
and should be received some time May 21. 

May 21. Wire from Burch stating data just received and forwarded 
to Walter von Tresckow, New York, who will contact us. 

May 24. Wire to Burch from Nichols stating that wire of May 19 
requested name of engineering firm, and firm with operating experi- 
ence and list of names of personnel who will participate in the meet- 
ing. Also that information was requested by May 21. Stated that 
wire of May 21 was not responsive and information must be furnished 
by May 25 to receive further consideration. 

May 25. Wire from Burch stating our previous wire inaccurate in 
that no insurance company listed in group nor had they advised us 
included companies already in business of generating power. Stated 
as attoreys they are not in position to furnish technical information, 
but had advised Von Tresckow of our desire to have this information 
by May 25, and should contact Von Tresckow for further handling. 

May 25. Wire from Von Tresckow stating he is dispatching May 
96 their proposal based on information and data sheet. 

May 26. Received letter dated May 25 from Burch to Nichols com- 
menting on proposal he submitted and requesting because of time 
element we contact Von Tresckow direct. 

May 27. Proposal dated May 16 received from Von Tresckow. Pro- 
posal was submitted for group of 6 individuals and 1 firm. In other 
words, on May 27, we had a proposal. 

Mr. Burcu. May 26. 

Mr. Nicuais. Did I misread it? I am sorry. May 26. 








an neni ty 


sie AAR ina Mt PERE LAME 


in ORDER IE RAT 8. 


~ Be 


ER eta ae WS Doar. 


Sines 


» hE oom: 


5 ai 2 


Me tes «LE 


AMEND ATOMIC ENERGY ACT OF 1946 1101 






May 28. Telephone call, Cook to Von Tresckow, requesting addi- 
tional information to be submitted at meeting to be arranged for 


, June 2, 3, or 4. 

As I stated, I had Mr. Bloch set up to meet with them and I intended 

to be present if I could. 

. June 3, meeting with Tresckow group, representative of Bureau of 
m the Budget also in attendance. Letter dated June 2 submitted at 
meeting. As I stated, I was not present because I was over here. 
June 4. Letter from Von Trese + giving answers and comments to 
: | questions raised at meeting of June 3. 

June 4, Friday again. Meeting with Kampmeier of TVA to dis- 
cuss information submitted in proposal from von Tresckow group at 


ieeting of June 3, as amended by letter of June 2. 

Saturday, June 5. Meeting with Von Tresckow to abtain answers 
to questions raised in analysis of data submitted in meeting of June 3, 
and letters of June2 and 4. June 5 and 6, preparation of analysis and 
discussion with Bureau of Budget representatives. 

June 7. Preparation of draft letter to Bureau of Budget forwarded 
to the Chairman of the Commission. 

June 9. Preparation of staff paper incorporating staff changes in 
draft letter to Bureau of Budget. 

June 9. Commission approved June 9 draft letter to Bureau of 
Budget with one minor change. 

June 10, Letter forwarded to the Bureau of the Budget. 

From there I would like to go to a very brief analysis of the pro- 
posal, 

I think the chronology indicates that we had some confusion in ar- 
riving at who was coming and I feel it was a reasonable precaution 
to try to find out with whom you are doing business. I did not un- 
(erstand until Mr. Burch came in the other day that he was so fear- 
ful of pressure. Certainly I applied no pressure. 

I think in considering this proposal, we consider we have here a 
proposal to form a Tennessee corporation which would assume re- 
<ponsibility to finance, design, build, and operate a steam plant with 
a net capability of 620,000 kilowatts on TV A’s Fulton site under a 
no-risk contract with AEC, and/or TVA. Such a plant would be 
fully integrated into and become a part of the TVA system. 

The financing would be 100 percent debt financing on mortgage 
revenue bonds at 314 percent interest. These bonds would be 35-year 
bonds with amortization over a period of 30 years, beginning with 
the sixth year. 

The design, construction and operation of the plant would be on 
a cost basis with no limit on the lis ibility of the Government and no 

risk on the part of the proposed corporation except for a $20 million 
hon to protect the Government against increases in construction costs, 
and note these figures, from $200 per kilowatt to $233 per kilowatt 
for a 3-unit plant of 600,000 kilowatts name plate rating. 
4 The Government would bear the full cost of plant construction up 
to $200 per kilowatt and any cost in excess of $233 per kilowatt. 
The Government would pay for power at the rate of 5 mills per kilo- 
watt-hour, and at the end of each year would receive a patronage 
dividend representing the difference between the 5-mill rate, and ac- 
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tual cost of operation, including production, management expense, 


taxes, interest, and amortization of debt. 

In discussion the group indicated willingness to consider down- 
ward adjustment in the 5-mill rate as Jong as any adjusted rate main 
tained sufficient protec tion to cover service charges. 

The group has submitted an estimate of capital cost ranging from 
$90 million to $100 million. As compensation the sponsors would re- 
ceive a fee of $4 million which under the original proposal was to be 
paid during the fourth and fifth year of the contract period, that is, 
prior to commencement of amortization debt payments. They have 
also proposed an alternate method of payment which would provide 
for payment of $1 million in the fourth year, the balance of $3 million 
would be paid at such time during the period of the contract that the 
Government might suggest, with interest at the r: of 414 percent per 
annum on any unpaid balance after the fourth yea 

The sponsoring group propose a contract with ‘AR C for a period of 
25 years, following the commencement of delivery under the contract. 
They further propose a subsidiary contract with the TVA on the same 
terms as the AEC contract for a period of 32 years from the com- 
inencement of delivery of power to AEC. 

Deliveries under the TVA contract to start at the expiration of 
deliveries under the AEC contract at the end of 25 years, or an earlier 
date if AEC cancels prior to the end of its contract term. 

They further propose at the end of 30 years to turn over to the 
TVA for $1 the plant, together with all working capital and other 
assets of the corporation. If at that time TVA will assume all re- 
maining outstanding bonded indebtedness and current obligations. 

An alternate discussed in the June 3 meeting would provide that 
the Government, either through AEC or TVA would in the event of 
cancellation take title to the plant, ‘Ad also assume all outstanding 
liabilities of the corporation. 

The estimate submitted as part of the proposal is based on a plant 
having a net capability of 620,000 kilowatts delivering 4.73 billion 
kilowatt-hours per year. 

The group has given a high and low estimated annual cost ranging 
from $17,226,000, which corresponds to 3.64 mills per kilowatt-hour, 
to $20,957,000, which corresponds to 4.43 mills per kilowatt-hour. 

The sponsoring group indicates that a separate management cor- 
poration would be organized to operate the plant. They have advised 
us that this management corporation would be staffed with properly 
qualified individuals. However, they prefer not to divulge at this 
time the identity of the indiv iduals being considered for key jobs in 
the management corporation. 

I think in considering this proposal, there are several significant 
points to bear in mind. First, that complete risk for all costs is as- 
sumed by the Federal Government. There is no ceiling on maximum 
liability, except as may be covered by the performance bond, previously 
discussed. 

I would like to comment here that when I go before your committee, 
Mr. Phillips, and go up against Mr. Yates, and try to explain again the 
Ebasco so-called fiasco, and we have signed a contract in which there 
is no limit on liability, I think you would comment on that, Mr. Holi- 
field. We have that as a consideration. There is absolutely no limit 
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except for the $20 million bond, which covers a rate, a cost per kilowatt, 
of $200, which is a pretty high amount, to $233. I would be signing 
a contract for a complete risk for the Government. In other words, 
no risk for the company. 

Second, the proposal appears practicable only on the basis of co- 
operation by TVA, the execution of a contract by TVA to purchase 
power after expiration or on termination of the AEC contract, and 
integration of the plant into TV A’s system. Whereas in Dixon- Yates 
it isa proposal and agreement between two Government agencies which 
we hope can be directed by the President of the United States. 

The estimates used are quite general and as far as we have been able 
to ascertain are not based on any preliminary engineering studies or 
any firm commitments for fuel supply. 

Next, realization of the estimates depends entirely on the ability and 
skill of the groups who will design, build and operate. There are 
no other safeguards to insure any reasonable limitations on costs. 

Next, it is doubtful that the AEC has legal authority to enter into 
such a contract unless the TV A undertakes the commitments expressed 
in the proposal. That is why the next day after the meeting, Mr. 
Kampmeier was brought in. We are not familiar with the TVA’s 
legal ability to undertake their part of the proposal. 

T think you read in something that indicates they can do so, but that 
is up for TVA to state, not me. 

Mr. Burcu. I agree. 

Mr. Nicnots. The essential difference between this proposal and a 
direct appropriation to TVA is that a capital outlay by the United 
States of approximately $100 million and costs estimated by the 
TVA for construction of equivalent capacity at the Fulton site would 
not be necessary. Under this proposal, the capital would be provided 
by privately issued bonds at 3% percent. The full interest and 
amortization on this, together with a $4 million fee, would be paid 
ultimately by the Government. 

On the basis of very general estimates and the limited informa- 
tion on which these estimates are founded, and the lack of definite 
knowledge that there would be a competent, skillful operating or- 
ganization, it is difficult to conclude that one could safely assume any 
savings to the Federal Government, under this proposal jin its present 
form as compared with the Dixon-Yates proposal. 

Now, we felt in regard to this one, and this is something that the 
Commission as a whole approved, that an approach such as this, if 
someone should consider it reasonable, should not involve any AEC 
participation. We felt there was nothing to be accomplished here 
through a joint AEC-TVA participation that could not be done just 
as well by TVA alone, entering into such a contract. 

Representative Honirrerp. Could I ask you at this time, sir, and 
this fact has-not been established, if the TVA does have the right to 
contract for a period of 35 or 30 years, would not that same logic hold 
through that they should be the contractors with the Dixon-Yates 
people, rather than bring the AEC in, which has another function 
altogether than TVA? 

Mr. Nicnots. I think there js some reluctance on the part of Dixon- 
Yates to make the identical proposal to TVA. In fact, they have 
stated to me thaey would not do so. They did make proposals to TVA, 
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both Mr. Dixon, representing Middle South Utilities, and Mr. Yates, 
representing Southern Utilities, for furnishing power. But they were 
at higher rates. 

In other words, they felt if they were furnishing power to TVA, 
instead of the AEC, their rate structure, their capitalization and 
whatnot would be at a higher rate. So what we are faced with here, 
for reasons of their own, and I do not know how you can force private 
industry into something, they will make a proposal to AEC at the 
rates they have, but would make the proposal to TVA only on the 
basis of higher rates. 

Representative Hotiriecp. I cannot understand that position. 

Mr. Nicnots. That is not for me to say. 

Representative Hoitrrecp. I know that. 

Mr. Nrcuots. I tried to force them into clearing that up. 

Representative Hoxrrrecp. If it is a financial obligation on their 
part and the power they generate is transmitted through a paper 
arrangement to you, and then to TVA, I just cannot understand that 
logic. Also, I am not particularly concerned with the TVA because 
this committee does not have that function. We do have the Atomic 
Energy Commission function, and it would seem to me that in both 
cases that logic would apply, that TVA if it needs additional power 
and it is directed from higher authority to get it, that they should get 
it direct. They should advertise for this need, and let it be let on the 
basis of a private bond issue backed up by government contract, 
without bringing AEC into the picture as a power broker. 

Mr. Nicnors. I would say in regard to Mr. von Tresckow’s pro- 
posal there is no question why TVA could not do it. They have indi- 
cated they are willing to make the same offer. 

Mr. Buren. Yes, we would prefer it. 

Mr. Nicuors. I do not know whether TVA wants to buy it or not. 
That is not my business. But in the case of the Dixon-Yates pro- 
posal, they stated they would not make the same offer to TVA. They 
made an offer to TVA which apparently has never been accepted. 

Again, we informed the Bureau of the Budget that we explored 
this to the extent we thought desirable, and we passed this on to 
the Bureau of the Budget, along with Dixon-Yates proposal. So I 
think although Mr. Burch met with only, you might say, a lower 
grade of chief, his proposal has received very good consideration. We 
have given it very thorough consideration. In fact, the information 
going over to the Bureau of the Budget was far more voluminous than 
in the case of Dixon- Yates, because we felt it necessary to make sure 
we covered it carefully. 

It was our recommendation that we not participate in this. The 
Bureau of the Budget could have made any decision they wanted to. 
They analyzed this proposal along with the Dixon- Yates, and it was 
decided that the Dixon Yates was more favorable to the Government. 
It was advantageous to the Government, and both the TVA and AEC 
have been so directed to proceed with negotiations. 

Representative Puiiiies. Mr. Chairman, may I ask a question right 
now ? 

Representative Jenkins. Yes. 

Representative Pais. What intrigues me about this discussion, 
as the chairman of the committee that puts up the money for financ- 
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ing both AEC and TVA, is the note which creeps into the discussion 
now and again that this is something which has somehow come up 
suddenly and quickly. This extends over a number of years. In fact, 
the pressure exerted on private utilities has been the pressure from 
the Congress originating, I would say, in the Appropriations Com- 
mittee. Ihave no means of answering the question that Mr. Holifield 
asks as to why a private utility would not want to sell direct to TVA, 
but I could well imagine what might be my answer in a similar case, 
that if this sale to TVA, that is, the sale of power to a company which 
disposes of its power in contradiction to many policies of private util 
ities, which have to support themselves and create their own reserves 
and their own contingencies. In fact, somebody said a moment ago, 
about a million dollars would be paid to Arkansas in taxes. 

Representative Hoitrrevp. $1,400,000. 

Representative Puimurrs. Is not that offset by the $2 niillion to 
$7 million we have been giving to Tennessee year after year for the 
development of things inside Tennessee that other States pay them- 
selves? Does not this balance itself over the years ? 

The thing that I am trying to clear in my own mind is the fact 

that the whole pressure upon ‘these private utilities, the whole desire 
of the private utilities, is to engage themselves into some sort of 
contract which would provide power specifically for what might be 
the security of the country, which is the AEC. Is not that involved 
in it? Has not that come before your committee before? I do not 
think that private utilities either by pressure from us or their own 
desire have wanted to build a plant to supply power for TVA. But 
they are willing, under pressure from us, to talk about building a plant 
to supply power in an area in which the TVA, we will say, has no 
authority to go—to create power for the AEC, which is a security 
problem. 

Representative Honirmip. Of course, I do not care to engage 
in a controversy over the philosophy and ideology of public versus 
private power with my friend from California. I will say that if 
a private company down there wanted to finance itself without 
Government help and supply power to the AEC that the AEC 
needed, that would be one proposition. But this condition does not 
obtain. The AEC is not buying this power for use in its facilities. 
The AEC is being used as an administrative device to create the 
fiction that it is buying this energy for AEC needs, but it absolutely 
is not. The AEC has a firm contract with Electric Energy, Inc., 
group in the northeastern section of the TVA grid at Paducah to 
furnish 500,000 kilowatts now with an additional load to be added 
later, and the TVA also has a firm contract to furnish this, and that 
is all the AEC needs at Paducah. 

The AEC does not need one kilowatt in the West Memphis area. 
It needs 135,000 kilowatts at the Oak Ridge installation which, as I 
understand it, is over 200 miles distant. There has never been any 
figures that this West Memphis—excuse me, 400 miles to Oak Ridge. 
There has never been any assertion that any of this Dixon-Yates power 
will be transmitted either to Paducah or to Oak Ridge, the point that 
the AEC have their facilities. What has been said is that the Dixon- 
Yates energy will be supplied to the TVA to use in the southeast TVA 
grid area for commercial, industrial, and residential purposes. 
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There is no intention of the AEC using one kilowatt of this. There 
has been a lot of talk about replacement, but this is second guessing, 
because the contracts which the AEC has at the present time are 
firm contracts. There is a firm commitment from private utilities 
and the TVA. Therefore, the need they have of 135,000 kilowatts 
at Oak Ridge would be a need which would be met by the TVA up 
in that area, because good engineering and access to cheap coal that 
they now have at Oak Ridge and the double facility of the gasline 
which we have provided in case of emergency through there is 
available to them up in that area. 

There would not be the loss of transmission of power that would 
occur if they tried to transmit it for 400 miles from the West Memphis 
area to Oak Ridge. So this is an administrative device. 

In my opinion, the only way that it can possibly be authorized by 
law is by the President to either use the War Powers Act, as was 
said in the General Accounting Office letter this morning, which I 
have already turned over to the gentlemen, or to find out that this is 
vital to the national security that the Dixon-Yates enterprise be 
financed by a Government guaranty. 

If the President wants to use his War Powers Act at this time, I 
grant he has the power to do it. If he wants to use section 12 (b) of 
the MeMahon Act, I say he is going far beyond the intent of the 
Atomic Energy Act. 

I am sure that you as a member of the Appropriations Committee 
remember your own words to these people, and I have them here if 
you have forgotten them, and the words of Congressman Thomas, in 
which you expressed great fear that this 25-year privilege would be 
abused, and words to the effect that this was a barn door wide enough 
to finance any kind of an enterprise, that expressed by Mr. Thomas 
on that occasion. 

This just proves that your fears and Mr. Thomas’ fears at the time 
they appeared before you are valid, because the barn door is now 
open and they are using this wide authority, which you feared at 
that time, to go far beyond - purpose of the Atomic Energy Act. 

Representative Prituips. 1 do not believe any such thing. That 
barn door had no lock on it. This one at least they are trying to put 
a lock on it. 

Representative Houirietp. The way to put a lock on it is to con 
fine the contracting power of the AEC to those facilities where they 
need electrical energy. That is the way to put the lock on it, and not 
to use them as a device to help build private utility plants subsidized 
by Government credit. 

Representative Primus. If the Chairman will bear with me for a 
moment, it is to convince you, Mr. Holifield, that you cannot call 
something fish one day and fowl the next. I have been listening for 
8 years to the appeals of TVA. My distinguished friend and yours, 
Albert Gore, was a member of the committee before he went over to 
the Senate. We refused in 1947 an appeal for a steam plant at 
Johnsonville, and it was finally voted in by the Congress on the ground 
that it was needed as a war emergency supplement to firm up the 
power. 

Today on the basis of this same argument, time after time, the per- 
centage of power created by steam plants in the Tennessee Valley 
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will reach 70 percent with the units already voted. All through that 
has run the element that this is for an emergency, for war, for the 
needs of the Federal Government, while at the same time the TVA has 
been selling its power to homes and selling one-third of its power for 
heating purposes, which as you well know in California is a very ex- 
pensive way to heat homes, and must be in Tennessee. 

Now, we come to this problem we have here. Shall the Federal 
Government authorize and finance? Just yesterday the Senate, and 
the day before, the House, put $16 million into the contingency fund 
of the TVA, which is all a drain on the taxpayers. We put a million 
dollars into the expenses for uses in Tennessee, which other States 
pay for themselves. I want it taken into consideration so when 
we say that this is something being done for the TVA, no, it is no 
more than being done for TVA, it is being done because TV ‘A says 
it has to have money for AEC. It is perfectly reasonable and logical 
to let the AEC have it, and if the best way to do it is to dump it into 
the big tub of water, and take it out a bucketful at a time, without 
distinguishing between the drops, 1 see no more difficulty than for 
the last 8 years to take it out all over the Tennessee area, as you see 
from this chart, partly for lighting a house, partly for heating a 
house, partly for running some plant in a community. 

Remember, a private utility cannot go into this area. This is a mo- 
Dopey area created by the ‘Government. Nobody in that area can 
buy power from anybody but the TVA, and when they sell it to some- 
body else the TV A sets the price, an unheard of situation, at which 
they must sell that power to the consumer. You have a condition 
here which we created. All I am trying to say is that I do not think 
this is anything unusual. I do not think it is anything new. I do not 
think anybody started this in April. They were to see us in April, as 
I recall. This did not come up in 60 days. What intrigues me about 
the testimony of the witness from Memphis, where have you been all 
this time? Where were you last year when the hear ings described all 
this?’ Where were you this year when the hearings described this? 
Where were you when the people from Tennessee came up and talked 
for 2 days about this? There were committees in the House and 
Senate that were equally interested in this. In other words, where 
have you been ? 

Representative Howirievp. I will say in all sincerity to my friend 
that in all the 12 years of my service in the House, there has never 
been an ill word between both of us, and I have high personal regard 
for him. 

Representative Puiires. That goes double. 

Representative Hoxirrerp. I point out with respect that I know 
your attitude is as you have stated. I point out respectfully that the 
majority of the Congress have seen fit to vote otherwise, and there- 
fore you find yourself in the minority on your attitudes toward the 
TVA. 

Representative Puitiies. Not on steam plants now. 

Representative Horirtetp. Let me comment on the steam plants. 
The Johnsonville steam plant was justified on the basis that it was 
for the purpose of furnishing the AEC Oak Ridge plant, and today 
it still furnishes the AEC Oak Ridge plant. 

The Shawnee plant of the AEC was also justified on the basis of 
the defense needs which exist today as they did during the war in the 
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further production of atomic energy. That is for the sole use of the 
Paducah plant. 

Representative Puimurps. As I recall, we turned that down before 
the Korean war. When the Korean war came along, we voted it in. 

Representative Horirieip. That is right. 

Representative Puitiies. And my committee financed it. 

Representative Horirretp. That is true. I agree with the gentle- 
man’s interpretation. It was turned down once and later adopted. 

In regard to the TVA being a monopoly in its area, every franchise 
granted to every private utility company becomes a monopoly in the 
area. As the setARlienti knows, in the city of Los Angeles, the munici- 
pal plant is a monopoly. No other firm can go in there and furnish 
electricity. The Southern California Edison area, that is a franchised 
area. That too is a monopoly area for the Southern California Edison 
Co. and no other groups are allowed to go in. So it happens that mo- 
nopoly areas—— 

Representative Puitures. The companies do not control the sale to 
all consumers. In Banning we buy from a private utility and we sell 
at a rate to which we may add a little to operate the necessary expense 
of the government in the city of Banning. 

Representative Honirmenp. The city of Banning? 

Representative Puiurps. Yes. 

Representative Hottrrecp. I am talking about the county. Some 
of the southern California cities depend upon the Boulder Dam power, 
and some of them on their own auxiliary plants. Within a municipal 
area, that is their own monopoly. 

Let us put it that way. When we are talking about monopoly and 
the service of electricity, you must of nec essity in the public interest 
talk about monopolies in both the public service areas, and the private 
service areas. 

Representative Putiiies. The monopoly part which my committee 
is more concerned about, and which we were going to do something 
about in the bill this year, if you gentlemen had supported us—we got 
into a little hassle on the housing matter and you took everything out 
of our bill that was controversial—was the monopoly of resale where 
a small community that might want to help support the local govern- 
ment, or build a school, could not do it. 

Representative Horirtetp. I thought you said that is what you did 
in Banning. 

Representative Patties. We do in Banning, but they cannot in 
the Tennessee Valley. 

Representative Hortrrecp. That is true, because there you have a 
Federal monopoly supplying the whole area at nondiscriminatory 

rates. Of course, the Goverkinent would not allow different profits 
to be made in different cities. 

Representative Pritires. What is nondiscriminatory if you cannot 
buy from anybody else? The community cannot buy from anybody 
else. 

Representative Hoxtrte.p. I realize that. 

Representative Puitziirs. Do you not think that is a pretty nice 
monopoly ? 

Representative Hotirrerp. If the community wanted to put up 
their own steam plants, they could. They do not have to take power 
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from the TVA. But they take it because they get it cheaper than 
they can produce it themselves. 

Representative Pururs. A lot cheaper as long as the taxpayers 
pay for it. 

Representative DurHam. As I said before, I am not very much 
concerned who furnishes the power, whether public, private, or what 
it is, when it is for the national defense of the country. The thing 
that concerns me, as I said before before this committee: Is this Con- 
gress going to adopt a new policy here on power? We have a policy 
that we adopted that I had never agreed with fully out in the 
Tennessee Valley, as the gentleman from California knows. Here we 
come up with another policy, and are we going to adopt that policy ? 
Then we will have two of these on our name, as I see it, instead of one, 
hanging on the Federal Government with funds taken from the 
private taxpayers of this country. 

I was in hopes that we could work this out where private enterprise 
would come to us, where we are concerned here for months and 
months of trying to build new reactors in the field of producing power. 
Nobody has come up and recommended to us, from the Commission, 
that we go out and build one on this basis, as far as I know. I have 
not heard of it. 

We have had all the trouble in the world trying to get private enter- 
prise to go into this field. 

Representative Horirre.p. This would set a precedent and maybe 
the Government will go into subsidizing all the private atomic reac- 
tor builders in the country if we can get this precedent through. 

Representative DurHAm. No, the thing goes deeper than that, be- 
cause I think the Commission is going to be in this field of building 
reactors shortly. We all know we are. We are right at the threshold 
of developing power from that source. 

Suppose somebody sits down in the White House, whether it is the 
present President, for whom I have high respect and regard, or some- 
body else, is he going to say to Congress, “You will build ‘this reactor in 
the desert; you build this one here,” what kind of situation are we 
going to find ourselves in? That is what I am concerned about. I 
think we should think about these things very seriously in all the 
committees around here as well as the Commission, because it is a 
far-reaching thing. 

Representative JENKINS. Gentlemen, in view of the fact that Con- 
gressman Phillips has directed an inquiry to the gentleman, Mr. 
Burch, I think it would be well if Mr. Burch were given a chance to 
reply, and then we will come back to General Nichols. 

Mtr Burcu. Mr. Phillips asked me a question which was a very 
reasonable and intelligent question. He said where in the course of 
the last 8 years has my group been, and why were they not up here 
at these hearings, which preceded this application. 

This group prior to this proposal, or prior really to the first pro- 
posal that was made in Vermont, was exactly where Mr. Edison was 
before he pulled the switch the first time on the electric light. I have 
completely failed in my presentation if I have not brought to the 
attention of this committee that this is an absolutely new financial 
invention, and it is just as revolutionary in its effect as any mechanical 
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invention that ever had any connection with the production of power. 
Gentlemen, this has been a very revealing experience to me in that it 
has demonstrated more than anything else ever has previously the 
value of discussion and interchange ‘of ideas. I am even coming 
around to the point where I like General Nichols, which is something 
I never thought I would reach. I can see from what he said about the 
chronology of my correspondence with him that he had a right to be 
irritated in thinking I was holding out who the principals were. I 
think maybe he can see that in the light of what happened after the 
telephone conversation between him and Mr. Gibbs, I had perhaps a 
right to be distrustful about letting out this information. 

I am going to make perhaps the most extravagant statement that this 
room has ever heard. I say that it is possible for this committee to 
write a report that will please everybody. Here is the situation that 
we are in. 

General Nichols does not want to get into the power business. He 
says he will get into the power business, three of his Commissioners 
have voted against getting into the power business. All they want 
is the power, and they have to have the power. 

The TVA says it wants to expand. It has to have more muscle. 
It has to put in these new plants, and it cannot get the money from 
the Congress. 

We come along and say here is what we will do; we will finance your 
expansion, the TVA, we will get you out of the field of controversy. 
We will take the cat off the back of every Congressman and Senator 
who has ever been criticied for being socialistic because he approved 
an appropriation for TVA, because the money will come from private 
sources, investors willing to put it up. We will give the TVA the 
money to let the TVA expand where it wants to expand, when and as 
it wants to expand, to let them have the power that they can give 
General Nichols at their cost. 

Now, just because we have come up with a plan because there is no 
risk in this project, we will let you have the money very nearly as 
cheap as it can be borrowed on the credit of the Government. We can 
make everybody happy. Mr. Kampmeier can go home and say, “Boys, 
we are going to build the Fulton steam plant.” We will let Mr. Kamp- 
meier’s engineers design it. We will let Mr. Kampmeier run it. All 
we will do is charge him $4 million for putting him in touch with 

$110 million as a fee. He will be happy. He will have the power. 
General Nichols can go back and say, “Gentlemen, we are out of the 
power business. We got the power. Weare going to get it from TVA” 
where his testimony has been that it should come from. Everybody 
can say, here, the TVA is not purple, the money is coming from pri- 
vate sources. I do not see why anybody would have a serious objection 
to that plan. 

The only reason we are in a position to make that proposal is, first, 
because we are in touch with the money; second, we are in the unique 
position of having no objection whatever to doing business with TV A. 
We like TVA. We think it is a concept that ought to grow and 
expand. We have no competitive State or any position in the private- 
utility field that we have to protect by failing or refusing to do busi- 
ness with them. 
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I think, gentlemen, out of all this welter of conflict there comes up a 
proposal that will make everybody happy. If you gentlemen would 
delegate to me your collective authority to write the report of this 
committee, I would simply say that this power ought to come from the 
TVA. It ought to be supplied by the TVA to the Atomie Energy 
Commission. Since private capital is available to finance the expan 
sion of the TVA at rates that are not disproportionate to the rates of 
public borrowing, that TVA should be permitted and directed and 
encouraged to have recourse to that private capital. 

Representative Jenkins. All right, General Nichols. 

Mr. Nicuots. May I make two further additional comments? The 
reason I did not put this in earlier is because this has just been de 
livered to me. I would like to insert it in the record, a transcript of 
telephone conversation between Mr. D. B. Sloan, president of Gibbs 
& Hill, and Miss Olsson, secretary to K. D. Nichols. Call initiated 
by K. D. Nichols. 

In other words, I put that call in at lunchtime and was unable to 
get Mr. Sloan, but left a note as to what my secretary should ask, and 
there will be confirmation by writing. 

Representative Jenkins. Without objection, it will be read into the 

record. 
Mr. Nicnors (reading) : 
Miss Ou_sson. Mr. Sloan, this is Miss Olsson, General Nichols’ secretary. Gen 
eral Nichols had to return to the congressional hearings before his call to you 
was completed and he asked me to read the following to you: 

“At yesterday’s congressional hearing Mr. Burch stated that he was present 
in Mr. Sloan’s office at the time General Nichols called on May 6, that following 
General Nichols’ telephone call, in fact the next day, he received an incredible 
letter from Mr. Sloan withdrawing from the Von Tresckow proposal. Prior to 
making this statement he had stated that he felt the Attorney General should 
investigate the Government agency—meaning the AEC—for its action in this 
matter and implied that pressure was being put on Gibbs & Hill and other ind 








viduals or organizations to discourage them from joining his group, and the 
implication was that it was the Government agency—AKC—and the private 


utilities that were accomplishing this 

“General Nichols would like to know whether or not you had indicated to 
Mr. Burch, or whoever was present in your office at the time General Nichols 
called, that your name had been used without your authority and whether 
or not at the time General Nichols called you, you had made up your mind 
not to participate. Further, General Nichols would also like to know whether 
he said anything to you during the course of this phone conversation that 
would tend to discourage you from associating with the Von Tresckow group.” 

Then I would like to read back to you your statements as I have taken 
them down and see if you agree that I have them correct. 

Mr. Stoan. I don’t know Mr. Burch. I have never seen Mr. Burel. I have 
never met him in all my life. When General Nichols called me I was in Mr 
von Tresckow’s apartment in New York and only Mr. von Tresckow and two 
of my associates, Mr. Champion and Mr. Saxe, were present. Mr. von Tresckow 
was sick in bed and that is why we were there. General Nichols’ telephone 
call was transferred to me at Mr. von Tresckow’s apartment. We had gone 
there to tell Mr. von Tresckow that our name had been used without any 
authorization whatsoever as he well knew because we had told him a few 
days before that, that we didn’t want our name used in connection with this 
particular proposal. We went up to make sure that he would arrange for 
proper retractions of newspaper articles, ete. While we were there General 
Nichols called to ask if we were going to appear in Washington early the 
following week as had been indicated, and I said we were not, that our name 
had been used without our authority. I have never addressed a letter to Mr. 
Burch—my letter was addressed to Mr. von Tresckow. I am sure Mr. von 
Tresckow probably forwarded a copy of my letter to Mr. Burch, but the letter 
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was addressed to Mr. von Tresckow. Mr. Burch has never been in my office. 
So far as General Nichols’ call was concerned he asked me one question—were 
we going to appear in Washington, and I said “no.” It was entirely of our 
own volition that we decided we would not participate in the proposal. 


Miss OxLsson. May I read back what I have taken down? [Reads back above.] 
If this is all right, would you give General Nichols authorization to quote every- 
thing you have said? 


Mr. SLOAN. General Nichols is entirely free to quote everything I have said 
in this transcript of my telephone conversation with Miss Olsson. I will write 
a letter to General Nichols quoting that as a true transcript of our telephone 
conversation today. Will you please send me a copy of it? 

Miss Oxson. I will send you a copy. Thank you very much, Mr. Sloan, I 
am going to type this up and send it over to General Nichols for use at the 
congressional hearing this afternoon. 

The other comment I have is in regard to risk. I have referred to 
the Von Tresckow proposal as having no risk for the sponsors. In 
other words, it is strictly a cost contract with $4 million paid for 
handling it. In the case ‘of the Dixon-Yates proposal, there is a risk. 
True, there is not the risk that you have in lots of things, but there 
is risk involved for private enterprise in this case. 

One has been discussed to date; that is, that the construction costs 
they take half the risks of all the increased costs of construction over 
the $107 million up to 9 percent and then 100 percent of the increased 
costs above that 9 percent. In other words, that is a risk that they are 
taking that they will do good management and really accomplish an 
economical job. 

Representative Hotirreip. What is their kilowatt installed power? 

Mr. Nicuots. Six hundred fifty thousand. 

Representative Horirrerp. I am speaking of the kilowatt installed 
estimate of construction. 

Mr. Nicwors. While he is looking that up, may I give another 
factor ? 

The second factor in risk is that if we should cancel in a few years 
they are under obligation to assume a normal load growth of 100,000 
kilowatts for a year. If we should have a depression, as some predict, 
and I hope not, and industry in general is shutting down and we 
would be shutting down, they w ould have to assume 100,000 kilowatts 
a year. In5 years they would have the whole business on their neck, 
and they would have an excess powerplant with no income. 

They have that risk remaining, that is, they are assuming continued 
prosperity in the United States. That is the similar risk of anyone 
that goes into business. 

So those are the two risks. We do cover a lot of other things, like 
escalator clauses for price of coal, escalation clauses for change in 
taxes. But the type that applies to good management and the type 
that applies to what is the future of the country, in other words, in- 
vesting your money in utilities, still remains in the Dixon-Yates pro- 
posal as distinguished from the absolutely no risk that I have been 
able to see in the proposal that has been ge by von Tresckow. 

Representative Hotirietp. The reason I asked you the question of 
the installed kilowatt, I notice the von Tresckow proposal starts at 
$200,000. Their bond applies only to between $200 and $233 per in- 
stalled kilowatt. What is your estimate on the Dixon-Yates? 

Mr. Cook. On the Dixon-Yates, for the generating plant, step-up 
substation, and covering interest during construction and financing 
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cost, the cost per kilowatt is $153.27. Adding in the transmission 
lines and the working capital, arriving at a total funding of $107, 
250,000, the cost per kilowatt is $165. 

Representative Hotirrerp. That shows a much lower risk to the 
Government than the von Tresckow proposal of $200. 

Mr. Nicnors. By far, sir. 

Representative Hortrieip. If their $20 million bond applied below 
$200, it would be more competitive ? 

Mr. Nicuors. Do we find out who pays for the bond? The price 
of the bond is paid for. I think there is quite a distinction between 
the risk in the construction cost and the future need for the area for 
power. 

In other words, if the AEC should shut down for some reason, and 
there could be a reason why the AEC would shut down, and then you 
have a general falling off instead of allowed growth as anticipated, 
that certainly is an industrial risk, 

Representative Houirtep. It is a very far-fetched risk in view of 
the history of growth and need for electrical power. 

Mr. Nicnors. It goes in waves. 

Representative Hoxirrerp. The fact that the Dixon-Yates people 
are willing to sign a contract in which they guarantee that they will 
take back if unneeded all of the capacity by the ninth year is an indi- 

cation of their confidence in the future needs of that area, too. 

So I say while I will admit there is a theoretical risk there, I 
doubt if it would be very much to either Dixon-Yates or TVA people. 

Mr. Nicuors. There is one other thing that came up earlier in regard 
to the period of amortization that I think should be clarified, as to 
why we have 30 years versus 35, in regard to Mr. Adams’ comment and 
Mr. Kampmeier’s. Where TV A figures 35 years and the Dixon-Yates 
proposal is for 30. That of course is something which will change 
your price of power. 

Actually, as protection, we have the right to extend for 2 more 5-year 
periods, in other words, to run to 35 years total. 

Second, I would like to point out that in our Paducah contract in 
figuring the cost for TVA it is based on amortization of 4 percent. not 
the interest rate here, for 28 years. In other words, TVA’s figure for 
the Paducah plant for charging the AEC cost was a 28-year period. 

Representative Hontrrenp. That is true. 

Mr. NicHots. That gives you the reason why you had to pick some- 
thing for a basis for cancellation. 

Representative Houirrevp. Mr. Chairman, the hour is running late, 
and I think in fairness to Mr. Burch he should be allowed a short final 
rebuttal, and then we would ask Mr. Adams to come to the stand 
and have Mr. Kampmeier follow him. I am hoping we could adjourn 
in 30 or 40 minutes. 

Representative JENKINS. Are you through ? 

Mr. Nicuots. Yes. 

Representative Puiuirs. Is the financing in both proposals the 
same? Are they both to be by revenue bonds? 

Mr. Coox. They are both revenue bonds. 

In the Burch proposal it is 100 percent revenue bonds; in the Dixon- 
Yates proposal it is 95 percent with 5 percent equity capital. 
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Representative Hoxirrenp. I might say, in order to complete the 
answer to that question, the 5 percent equity consideration of the 
Dixon-Yates people received a 9 percent net yield, and the approxi- 
mately 101 million would be only a 314 percent basis. 

On the von Tresckow offer the whole thing would be on a 314 percent 
hasis. 

I think that completes the picture on it. 

Representative Jenkins. The clerk suggested we make the an 
nouncement that it would be well if Congressman Jonas furnish an 
analysis and print it in the record. 

Representative Horirrerp. The cost items that went into the Dixon 
Yates proposal ¢ 

Representative Putts. I don’t think he knows any more about 
the von Tresckow figures than I do. 

Representative Hotrrreip. I have no objection because we want all 
the information in the record. 

However, if that information requires a statement for the purposes 
of presenting a point of difference with Jonas or a refutation of some- 
thing that he presents, I trust that the chairman will also allow that 
to be presented by some qualified witness such as the representative 
of the Federal Power Commission or the TVA. 

Representative Pritiips. | think we are putting too much emphasis 
on it, but if he had anything I thought it should be placed in the 
record. 

Representative Horrrterp. I think it should be allowed. 

Representative Jenkins. The order of the chairman will be that the 
clerk will communicate with Mr. Jonas and have anything placed in 
the record that he wishes. 

(The information referred to will be filed with the joint committee. ) 

Representative JENKINS. You say you are through / 

Mr. Nicuots. Unless you have more questions. 

Representative Jenkins. Perhaps Mr. Burch would like to have 
something else to say. 

If you do, I am only the acting chairman, but I still speak English, 
and I might say we want to get through here before very long. 

Mr. Burcu. I share that desire. 

First two corrections in the record which are not important. Gen- 
eral Nichols was erroneous in his recollection as he related it to Mr. 
Sloan. I never stated yesterday or any other time that I ever saw 
Mr. Sloan. I stated that the letter was directed to Mr. von Tresckow 
and was given to me, which isa fact. 

As to the motives behind Mr. David Sloan’s withdrawal, we will 
let the letter speak for itself. He wrote it and signed it, and I think 
we can rely on what he said. 

The other is the first error that I have heard Mr. Holifield make in 
2 days. He has been phenomenally accurate about his figures. He did 
make one error in which he said that our proposal was at $200 per 
installed kilowatt. That was not the estimate. That was the place 
where the bond took over. 

Our estimate for installed kilowatt is from $150 to $166, in that 
range. In that connection, and this concerned the risk factor, let us 
say that our risk will be exactly the risk that the TVA would take if 
it was doing it. We will run exactly the same risk that they run. 
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I think it is generally recognized that risk and reward are factors 
that are functions of each other. If you have a high risk, you should 
get a high reward; if you have a lower reward, you should take a lower 
risk. I think the money markets fluctuate on that principle. 

I freely concede that there is not a great deal of risk in this pro- 
posal. It is for that reason that we are able to come down here with a 
proposal to assemble a pool of capital aggregating $110 million for a 
fee to construct the thing, to find the capital, to Joeate it, to form it 
up, to do the work, for less than 4 percent. 

It is true that our debt factor is 100 percent. In the proposal of 
Dixon- Yates their debt factor is 95 percent. For that 5 percent equity, 
they are to receive a profit of about $80 million over the course of 
the contract. 

That strikes us as disproportionately high reward for the assump- 
tion of a 5 percent risk. 

It is better to let us go on and do this, just as the TVA would do it, 
indeed let the TVA do it itself, for a much smaller and much more 
reasonable fee. I don’t believe that the Government takes any more 
risk under our proposal than it would take if the TVA did this work 
itself. It would be done the same way, subject to the supervision of 
the TVA engineers as a result of bids being taken on the open market. 

Representa itive Paris. Mr. Chairman, could we have a clarifica- 
tion of that? I know nothing in the contract of Dixon-Yates that 
gives them either that much profit, whatever their profit is on this 
5 percent basis. Their profit is on the risk that has been assumed. 

Can we have a statement from someone as to this $80 million profit ? 

Mr. Burcu. Here is the way I deduce that, sir, and if there is any 
thing wrong with the figures there are plenty of people here capable 
of pointing it out. 

In the first place, they do not propose to surrender the ownership 
of the plant to the Government at any time. That plant by any 
system of cost accounting generally recognized for utility purposes 
will have a reserve value at the end of 30 years of $25 million. It will 
have been paid for entirely by the rate. 

Yet they are going to keep that. That is $25 million. I call that 
profit. As I recall the figures, they were paying about $800,000 Fed- 
eral income taxes. If I am not wrong, I think that the basic rate is 
52 percent for a corporation; then there is a profit factor of substan- 
tially that amount in that $800,000 income-tax rate. 

So by adding the profit that I deduce from the amount of income 
tax which they are going to pay, plus $25 million of plant which the 
Government has bought and paid for and which Dixon-Yates is going 
to own in perpetuity | come up with that figure. 

If I am far wrong, it can be corrected. 

Representative Jenxrns. It has been suggested that Mr. Adams 
might want to say a word or two. 

Representative Puiiires. Maybe Mr. Adams would like to figure 
a little bit on that last part. 

Representative Hortrretp. Mr. Adams, when you were interrupted, 
had you finished your expression ¢ 

Mr. ApaMs. There were two further points of my explanation of 
the cost comparison. 
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Representative Hotirie.p. Will you come forward and take the 
witness chair? 

Mr. Apams. Yes, sir. 

Mr. Burcu. I want to thank the chairman for the consideration 
that has been extended to me in letting me get away. 

Representative Jenkins. Not at all, sir. 


STATEMENT OF FRANCIS L. ADAMS, CHIEF, POWER DIVISION, 
FEDERAL POWER COMMISSION, WASHINGTON, D. C.—Resumed 


Mr. Apams. When I stepped aside for Mr. Burch, there were two 
additional points in explanation of the comparison of the Dixon- Yates 
costs with the TVA costs that I had not finished. 

I would like to add those, and that is all I wish to say. 

In explaining the adjustments TVA would make in the estimate 
giving a difference of $3,685,000, there was an item relating to the 
amortization of special costs at the Shawnee plant which TVA would 
add to the Dixon-Yates costs. That apparently was on the assump- 
tion that the contract at Shawnee would be canceled and those costs 
would not be recovered. 

It is my understanding that the arrangements that AEC has in 
mind would not involve cancellation of that contract, so I consider 
that it was improper to make an adjustment of this $200,000 item. 

One other point that I would like to bring out is that in the Dixon- 
Yates costs, there is included approximately $309,000 as an additional 
cost to the Dixon-Yates proposal for fuel transportation between the 
Fulton site and the Dixon-Yates site near Memphis. That is predi- 
cated on the assumption that there would be six-tenths of a cent per 
million British thermal unit additional fuel costs, meaning 18.4 cents 
at the Fulton site and 19 cents at the Dixon- Yates site. 

However, the Dixon- Yates people feel that there is good assurance 
in their own minds, and I felt there was justification for considering 
it, that they might be able to purchase coal at Memphis or in the 
Memphis area at a price the same as at the Fulton site. 

They have contacted coal suppliers which give them not a guaranty 
but at least an expression of confidence that they could deliver coal 
at the Memphis area at less than 19 cents. I have allowed, however, 
$309,000 as a cost against the Dixon-Yates proposal; but I am merely 
pointing it out as a possible saving. 

Representative Horirtetp. That is purely speculative on your part, 
I would say, is it not, Mr. Adams, in view of the fact that the cost of 
coal is dependent upon the cost of transportation and transportation 
over longer distances usually costs more than over shorter distances? 

Mr. Apams. Yes, sir, I would agree that it is speculative. 

Representative Houtrrecp. Although possible. 

Mr. Apams. It is possible, but speculative. 

If, however, the costs could be held at the same figure as the Fulton 
site, then the difference between the two in this comparison would be 
$3,376,000 instead of $3,685,000. 

That is all I wish to add, sir. 

Representative Jenktns. Are there any questions of Mr. Adams? 
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aaeeeenan Puitiies. No, except I was under the impression 
that Dixon-Yates had pretty good assurance they can get the same 
coal price as TVA. : 

Representative Hotirretp. Mr. Kampmeier, would you care to come 
to the table and make any further comment on the reason behind this? 
We are not putting you gentlemen into an argument against each 
other for controversy’s sake but merely to give the committee the 
benefit of the reasoning lying behind these figures, amounting to 
almost $2 million per year. 

Mr. Kampmeter. Thank you, sir. It is getting rather late, and I 
will try to limit my comments drastically for that reason. 

I would be pleased to comment on every point, but rather than to 
do that I will limit my comments to two or three points. 

I have no desire to quarrel about figures with Mr. Adams. I think 
he has done a very workmanlike job of presenting the differences and 
the basis for them. About the only point on which I feel obliged to 
state that I believe his testimony might be misleading is this: I believe 
he stated, or at least I so understood, that the analysis which he made, 
which resulted in the $3,685,000 estimate of excess cost to the Govern- 
ment, assumed among other things the same plant efficiency for the 
TVA plant and for the Dixon- Yates plant. 

I think that is not strictly correct. On April 27 I called to Mr. 
Adam/’s attention the fact that our review of the figures we had just 
been making indicated that while we had all understood that he in- 
tended to assume the same plant efficiency for both TVA and Dixon- 
Yates, he had not actually done so. 

The efficiency being used in the calculation for the Dixon- Yates case 
was not the figure we thought it was. For the TVA plant he assumed 
the same low plant efficiency that he thought he was using, but did not 
actually use for the Dixon-Yates plant. The higher efficiency we felt 
should be assumed at the TVA plant was therefore justified at least to 
that degree merely by the fact that a different figure was being used 
for the Dixon-Yates case than we thought was being used, and that 
alone would call for a correction of some two-hundred-odd-thousand 
dollars. 

I did not understand my conversation with Mr. Adams at that time 
to indicate that he felt that my point didn’t have justification, but 
rather that he felt there would not be time available to make the cor- 
rection. At that time we thought we were going to have a Senate ap 
propriation hearing in a day or two. 

I think there has been time to make the correction by now. Mr. 
Adams may want to comment on that further, and I would be glad to 
have him. 

Other than that one point which is in a different category than the 
others, I think my comment would be this on the difference between 
Mr. Adams’ estimate, and our estimate, of the excess costs to the Gov- 
ernment under the Dixon-Yates proposal. Our discussions had made 
it clear to me that these differences were items which had been left out 
of Mr. Adams’ analysis, resulting in the $3,685,000 figure, not because 
there was not some basis for the points, but rather that since it was 
necessary to make estimates of the amounts, and that involved some 
speculation as to the exact amounts, Mr. Adams felt that the best 
thing to do would be to leave them out 
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That hardly seemed to me to be sound. We thought the thing to do 
was to make the best estimates we could. The analysis resulting in 
the 514 million figure used estimates that were conservative in our 
view. 





In fact, in certain cases the same sorts of estimates had been agreed 
upon in connection with the analysis that we and AEC made in con- 
nection with the first Dixon-Yates proposal. Everybody involved felt 
they were reasonable. The representatives of the Bureau of the 
Budget who looked over our shoulder, so to speak, had no quarrel 
with them. Mr. Adams gave us to understand that he did not have 
ony serious disagreement with any of these figures. 

It was only in the analysis of the second proposal that there seemed 
to be a disposition to overlook some element of cost and to include 
only those that could be determined rather precisely. 

Re ‘presenti ative Horirtm.p. As I understand it, the formula that 
the Bureau used on the first Dixon- Yates proposal, and the conferees, 
| will call them, used, was changed on the second proposal ¢ 

Mr. Kampmerer. Yes. For example, the heat rate was changed. 
The assumption of the period of amortization of the TV A investment 
vas changed. Certainly there was a difference on those points. 

I don’t want to prolong this discussion by getting into still other 
points. 

Representative Hontrie.p. | don’t think it is necessary. It is that 
we want to know the general reasoning behind it because we realize 
that an element of judgment is involved on both your parts. 

Mr. Kampmeter. That is right. 

I merely want to show that we are talking about a range of judg- 
ments and we thought the 514% million figure was on the low side of 
where the figure ought to be, if anything. Probably it ought to be 
higher. We gave to AEC and some of the others a list of the points 
that might very well be added beyond that. 

Take this question of fuel differential. Certainly someone might 
urgue as has been suggested here, that in spite of the fact that it is 55 
iniles further from the coal fields down to the Dixon-Yates site than 
to the Fulton site maybe they could buy coal just as cheap. On the 
other hand, it might prove that they would pay more for it by a much 
ereater differential than re prese snted by the cost of 55 miles of addi- 
tional transportation. 

This could work out just as it has at Paducah, where they are 
paying an average of 75 cents a ton or so more across the river from 
our plant than we are paying. Part of the differential is explained 
by the point Mr. Cook made yesterday, that they are buying washed 
coal. But I don’t think that explains more than a third of the dif- 
ference. At least I would be very surprised if it did. 

Sure, the relative coal costs might reduce the excess cost to the 
Government of the Dixon- Yates on But it could swing very 


widely in the opposite direction. I don’t think the five and a half 
million dollar ee should be considered as even approaching an 
upper limit. I do think that the $3,685,000 is a lower limit. 


Representative Jenkins. Anything further ? 
Mr. Coox. Mr. Chairman, may I make two points? ae 
Just before Mr. Burch closed, he mentioned a figure of $80 million 
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profit under the Dixon-Yates proposal to the companies involved. 
A return of 9 percent on $5.2 million amounts to $468,000 per year. 

Over a 25-year period, that would be $11,700,000. 

Ramenenticite Hoxirrecp. Just a minute. Will you please repeat 
that 

Mr. Coox. Yes, sir. A return of 9 percent on the equity capital 
involved, which is $5.2 million, amounts to an annual rate of $468,000 
per year. Over a 25-year period that would be $11,700,000. 

As to the residual value of the plant at the end of 25 years, the 
proposal provides that the AEC would have access to the power for 
2 additional 5-year periods. 

Representative Hisaseian. Two additional 5-year periods? 

Mr. Cook. And the last 5-year period less amortization and interest 
because the amortization and interest component would have been 
paid off. There is no doubt in my mind that if there is any value 
to the plant at the end of the 35-year period they would be very happy 
to continue to operate the plant ‘and serve the power to the AEC. 

The other point I would like to cover is that Mr. Burch left the 
impression that under their proposal, there would be a saving of 
some $100 million over the period of the contract if his proposal was 
accepted. 

When the proposal was reviewed by the Atomic Energy Commis- 
sion, and Mr, Adams again as consult: ant to the Bureau of the Budget 
sat in on the review and analysis that was prepared for consideration 
by the Bureau of the Budget, under that review taking all factors 
into consideration, our review indicates that the price to be charged 
under the Dixon-Yates proposal would be less than that under the 


‘low estimate of the Von Tresckow proposal. 
I would like to submit for the record a copy of our analysis of 
those items. 
Representative Jenxins. Without objection, it is so ordered. 
(The document referred to follows :) 


Comparison of annual costs of power supply for replacement of 600 megawatt 
of power under contract with TVA for the Paducah project 


TVA 650 
Von Tresckow group, Dixon-Yates, megawatt, 
May 26, 1954 Apr. 10, 1954 Fulton 


plant 


Low esti 

mate, 4.73 mate, 4.73 mate, 5 5.2 billion 
billion illior billior kilowatt- 

kilowatt ilowatt- kilowatt hour 
hours 


1. Production and transmission capacity $7, 623, 000 $9, 317, 000 $8. 775, 000 7. 580, 000 
Mills per kilowatt-hour 1. 61 1. 97 1. 69 1. 46 
2. Energy $9, 453, 000 $10, 540, 000 $9, 688, 000 $9, 304, 000 
At fuel cost per million B. t. u. (cents) 20 22 19 18. 4 


Mills per kilowatt-hour 2.00 2. 23 1. 86 1.79 
3 Total (excluding taxes) $17, 076, 000 $19, 857, 000 $18, 463, 000 $16, 884, 000 
3. Mills per kilowatt-hour 3. 61 4. 20 3.55 3. 25 
4. Taxes $150, 000 $1, 100, 000 $2, 319, 000 0 
Mills per kilowatt-hour 0.03 0. 23 0. 45 0 


Total (including taxes) _. $17, 226, 000 $20, 957, 000 $20, 782, 000 $16, 884, 000 
Mills per kilowatt-hour 3. 64 4. 43 4.00 3.25 
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Comparison of annual costs of power supply for replacement of 600 megawatt 
of power under contract with TVA for the Puducah project—Continued 
TVA 650 
Von Tresckow group, Dixon-Yates, megawatt, 
May 26, 1954 Apr. 10, 1954 Fulton 
plant 










Low esti- High esti- Firm esti- 












mate, 4.73 mate, 4.73 mate, 5.2 5.2 billion 
billion billion billion kilowatt- 

kilowatt- kilowatt- kilowatt- hours 
hours hours hours 





6. Adjustment to meet 5.2 billion kilowatt- 









hour requirement ; $940, 000 $972, 000 
Mills per kilowatt-hour, 470,000,000 
kilowatt-hours. __. 2.00 2.07 
7 Total cost, 5.2 billion kilowatt-hours $18, 166, 000 $21, 929, 000 $20, 782, 000 $16, 884, 000 
Mills per kilowatt-hour 3. 49 4.22 4.00 3. 25 
&. Additional TVA transmission $627, 000 $627, 000 $607, 000 0 
Mills per kilowatt-hour 0.12 0.12 0.12 0 
a Total cost including TVA transmis- 
sion _. $18, 793, 000 $22, 556, 000 $21, 389, 000 $16, 884, 000 
Mills pr kilowatt-hour de 3.61 4.34 4.11 3. 25 


10. Less Federal income taxes ‘ $820, 000 
Mills per kilowatt-hour 0.16 










$18, 793, 000 $2 


Total, cost to Government 22, 556, 000 $20, 569, 000 $16, 884, 000 
M ills per kilowatt-hour 3.61 4.34 3. 96 3. 25 
12. Possible fuel cost at 18.4 cents and heat rate 
adjustment to 9,674 B. t. u. per kilowatt- 
hour $553, 000 ($534, 000 ($309, 000) 
Mills per kilowatt-hour 0.11 (0. 10) (0. 06) 






Total, adjusted for fuel 















(a) Total enst (items 10 and 15) $19, 346. 000 $22, 022, 000 $21, 080, 000 $16, 884, 000 
Mills per kilowatt-hour 3.72 4.24 4.05 3. 25 
(b) Cost to Government (items 
13 and 15) $19, 346,000 | $22,022,000 | $20, 260, 000 $16, 884, 000 
Mills per kilowatt-hour 3. 72 4.24 3. 90 3. 25 
14. Possible annual increase under capital cost 
provision $1, 631, 000 $1, 631, 000 ' $285, 000 
Based on 2 $200 2 $200 2 $180 
Mills per kilowatt-hour 0. 31 0. 31 0. 05 
15. Total, including possible increase in capital 
cost 
A. Including sponsor's estimate of fuel 
cost: 
(1) Total cost (items 9 and 14) $20, 424, 000 $24, 187, 000 $21, 674, 000 
Mills per kilowatt-hour 3. 93 4. 65 4.17 
(2) Cost to Government (items 
11 and 14) $20, 424, 000 $24, 187,000 | $20, 854, 000 
Mills per kilowatt-hour 3. 93 4. 65 4.01 


B. Including 18.4 cents fuel costs: 
(1) Total cost (items 13a and 14) $20, 977.000 | $23,653,000 $21, 365, 000 







Mills per kilowatt-hour 4.03 4. 55 4.1i 
(2) Cost to Government (items 
136 and 14) $20, 977,000 | $23,653,000 | $20, 545, 000 
Mills per kilowatt-hour _| 4.03 4.55 3.95 |. 













' Maximum. 
? Per kilowatt, 


Representative Jenkins. Are you through, Mr. Cook? 
Mr. Coox. Yes, sir. 
Mr. Kampmeter. I have one more comment on an entirely dif- 

ferent port. 

Mr. Burch made some reference to correspondence or exchange of 
telegrams he had with our General Counsel regarding our contract 
authority. I don’t feel equipped to comment on what our authority 
is. Iam nota lawyer. But it occurred to me that it might be well 
in order that the record be as clear as possible that he file in the 
record his exchange of telegrams with our General Counsel so that 
they can speak for themselves. 
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Representative Houirietp. Are those a matter of our record ‘ 

Mr. Kampmeier. As far as I know they were not introduced in 
the record, but Mr. Burch referred to them, and I think interpreted 
in a general way our General Counsel’s statement. I believe our 
General Counsel might prefer that his expression appear as such in 
the record. 

Representative Hotirevp. Mr. Chairman, may I ask Mr. von 
Tresckow, who is still in the audience, if that exchange of telegrams 
was filed in the record. 

Mr. von Trescxow. I don’t think it was. 

Representative Honirrerp. I would ask Mr. Kampmeier to fur- 
nish us copies of those from the TVA records so that we might 
have this settled. 

Representative Jenkins. Without objection, it is so ordered. 

(The documents referred to follows :) 

MEMPHIS, TENN., April 8, 1954 
JosEPH C. SWIDLER, 
General Counsel, Tennessee Valley Authority, 
Knorville, Tenn. 

Please advise by wire collect if Authority has legal power to enter into con- 
tracts extending 30 years for purchase of power. 

Burcu, Porter, & JOHNSON. 


KNOXVILLE, TENN., April 8, 1954. 
Messrs. Burcu, Porter, & JOHNSON, 
Memphis, Tenn: 

Authorized maximum term is 20 years except for contracts with preferred 
customers constructing and owning transmission facilities extending to TVA 
generating plants Or main transmission lines where authorized maximum term 
is 30 years. 

JosepH C. SwIpLer, 
General Counsel, Tennessee Valley Authority. 

Representative Horirtep. Here is Mr. Burch. 

Was the exchange of telegrams between yourself and the counsel for 
TVA made a part of the record ? 

Mr. Burcu. No, sir. I understand Mr. Kampmeier has suggested 
it, and Iam very glad todoit. Ihave them here. 

Representative Jenkins. That has been disposed of because he asked 
that permission, and it is so ordered. That will be furnished for the 
record. 

Representative Houirretp. Mr. Chairman, before we adjourn for 
the evening, I am unaware whether there will be more hearings for 
next week or not. 

Representative Jenkins. When we adjourn tonight it will be sub- 
ject to the call of the Chair. 

Representative Hortirretp. This might be the last public hearing on 
this particular phase which revolves on the authority of the Commis- 
sion under what will be section 164 of the pending bill. 

I would like to say this for the benefit of the General Manager, and 
knowing that he is an efficient General Manager I know he will carry 
this message back to the Commission, that I believe there is no au- 
thority in section 164 for this type of a contract. That I shall offer 
in committee when we are marking up the bill language which will 
pin down the authority of the Commission to what I believe was the 
intent of Congress, and that was that new contracts, modifications, or 
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confirmation of contracts as contained in what will be section 164 
applied to the Portsmouth, Paducah, and Oak Ridge plants. 

I have no way of knowing whether that language will be accepted 
or not. If it is not accepted in the committee, I intend to offer similar 
language when the bill is considered on the floor of the House, in view 
of the fact that I think the AEC is being pressured to go beyond its 
own judgment and beyond the intent of Congress and the context of 
the law. 


Of course, being just one Member of the Congress, all I can do is to 
say that I will offer this to try to clarify what I believe to be an unwise 
and unwarranted act on the part of the Commission. 

Representative Jenkins. You are asking that permission now / 

Representative Hotiriep. No, I am stating for the record that is 
my intention. I would like permission to submit several pieces of 
correspondence in today’s hearings. 

Representative Jenkins. Without objection, it is so ordered. Mr. 
Phillips, do you have anything? 

Representative Pintirms. No. I thank the committee very much 
for permitting me to sit with it and listen to the discussion. It is very 
interesting to my subcommittee. 

Representative Jenkins. There being nothing further before the 
committee, this committee is adjourned subject to the call of the chair 
man. 


(The correspondence referred to above follows :) 


UNITED Srares ATOMIC ENERGY COMMISSION, 
Washington, D. C., April 9, 1954. 
Hon. Stipney R. YATss, 
House of Representatives. 

Dear Mr. YAres: During the recent hearings on the AEC appropriation for 
fiscal year 1955, I promised to investigate further the advisability of having the 
FPC or some outside accounting firm review the costs of construction of the 
Joppa and QO, V. E. C. plants. 

In development our conclusion concerning the utilization of services of public 
accountants or FPC auditors, we have examined (a) the terms of the contracts 
pertaining to auditing; (0b) the report on the audit conducted by AEC to date 
on the BE. E. I. contract; (c) the experience record and qualifications of the 
key AEC personnel administering these contracts; and (d@) the program for 
administering the O. V. E. C, and E. E. I. contracts, including the assignments 
to the audit staff. 

AEC auditors have completed an examination of construction at Joppa cover- 
ing the period from February 15, 1951, to July 27, 1953, during which time 
EBASCO was the general contractor. The first report on O. V. E. C. and the 
next report on Joppa construction will be made as of June 30, 1954. Quarterly 
audit reports will be issued thereafter. We have found that personnel respon- 
sible for conducting engineering, construction and audit reviews are well quali- 
fied. A brief synopsis of AEC personnel with broad background and experience 
in electric utilities has already been furnished the committee for the record 
(see p. 2770 of pt. 3 of printed hearings). 

The terms of the contracts provide the Government adequate access to the 
contractors’ records for purposes of engineering, construction and audit exami- 
nations. The audit completed at Joppa encompassed a determination not only 
of the accuracy of construction costs but also of their proper classifications of 
E. E. I. accounts in accordance with the FPC manual of accounts, as required 
by the contract, for subsequent computation of energy charges. In the course of 
the audit, questions were raised regarding the reasonableness of the charges 
which are now under study for final determination, 

It is our conclusion that the fundamental audit objectives are being ade- 
quately served by the AEC examination. We see some decided advantage in 
continuing to have the audit performed by AEC personnel. It can be conducted 
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on a more continuous and current basis than would otherwise be practicable, 
thereby resulting in more prompt disclosure of improper or questionable items 
for administrative action. Furthermore, the program developed for administer- 
ing these power contracts after construction is complete provides for the audit 
to be an integral part of such administration. 

We recognize that there may be occasions when the knowledge and experience 
of the FPC can be utilized. You are assured that the AEC has had and will 
continue to have no hesitancy in seeking assistance from the FPC. 

Sincerely yours, 
K. D. NICHOLS, 
General Manager. 


APRIL 12, 1954. 
Mr. K. D. NICHOLS, 
General Manager, United States Atomic Energy Commission, 
Washington, D. C. 

DeAR Mr. NicHots: Receipt is acknowledged of your letter of April 9, respect- 
ing the review of AEC of the costs of construction of the Joppa and O., VY. EB. C. 
plants, I note your statement that AEC auditors have completed an examination 
of construction at Joppa covering the period from February 15, 1951, to July 27, 
1958. I assume this is the interval during which the increase in costs brought a 
corresponding increase in the estimate for completing the plant from $139 
million to $197 million, as I recall the testimony of Mr. Cook. Now that the 
audit is complete, I should like to know whether AEC accepts the approximately 
$60 million in increased costs as being legitimate and properly chargeable to 
the cost of construction, or whether AEC rejected any part of them as being 
improper. I should also like to know what the increase in power costs will be 
for AEC as a result of the increases in estimates at both Joppa and O. V. E. C. 

Sincerely yours, 
SwNeY R. Yares, Member of Congress. 


May 6, 1954. 
Mr. K. D. NICHOLS, 
General Manager, United States Atomic Energy Commission, 
Washington, D. C. 
Dear Mr. NicHois: I would appreciate a reply to my letter to you of April 12, 
relating to the costs of construction of the Joppa and O. V. E. C. plants. 
Sincerely yours, 
Swney R. Yares, Member of Congress. 


Unirep States ATOMIC ENERGY COMMISSION, 
Washington, D. C., May 19, 1954. 
Representative Smpney R. YATES, 
House of Representatives. 

DEAR Mr. YATES: This will acknowledge your letter of April 12, 1954. We 
are pleased to have an opportunity to add information as to the status of AEC 
auditing of E. E. I. construction accounts. The audit we have just completed 
for the period of July 27, 1953, covers the construction expenditures during the 
time EBASCO was responsible for design, and construction. It covers the partial 
construction of the first four units of the Joppa plant. At the time construction 
by EBASCO was terminated, 2 of the 4 units had yet to be completed. 

Our audit indicates that with a few relatively minor exceptions, the costs in- 
curred are considered properly chargeable to construction under the terms of 
our contract. The exceptions our auditors have noted pertain to payments of 
EBASCO home office expenses, EBASCO fee, and the treatment of return on 
equity during the construction period. These exceptions will be reviewed by us 
with E. E. I. and adjustments or explanations made as may be found required, 
but we do not expect these adjustments will materially affect the total cost 
charged to construction for the period of the audit. 

The following table indicates the increase in estimates of cost of plants being 
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constructed by E. E. I, and O, V. EB. C. and the increase in annual power costs 
estimated to result directly from the construction cost increases: 


Estimated in- 
crease in annual 
power charges, 
for changes in 
cost of facilities 


Increase in 
plant cost over 
original esti- 
mate 


Joppa $58, 000, 000 $2, 800, 000 
Oo. ¥. E. C 32, 000, 000 1, 600, 000 


Total... . it nods 90, 000, 000 4, 400, 000 


Payment for power will be based on actual construction costs as determined 
by audit as soon as practicable after completion of construction. The final 
Joppa unit is scheduled to be completed in August 1955. Final OVEC unit is 
scheduled to be completed in June 1956. 

We trust this information is sufficient for your requirement. 

Sincerely yours, 
Lewis L. Strauss, Chairman. 


May 19, 1954. 
Hon. JEROME K. KUYKENDALL, 


Chairman, Fedcral Power Commission, 
Washington, D. C. 


DEAR MR, CHAIRMAN: In the event electrical energy is produced by the Atomic 
Energy Commission in atomic facilities pursuant to section 7 (d) of the Atomic 
Energy Act of 1946, as amended, or any other provision of that act, what juris- 
diction, if any, would you consider the Federal Power Commission to have in 
this field? 

I ask the same question with respect to electrical energy produced by electrical 
utilities in: (a) United States Government-owned reactors, and in the event 
the law is amended, (0) privately owned reactors, in which title to nuclear ma- 
terials is retained by the Government. 

Kindly specify what laws affecting the Federal Power Commission, if any, 
are applicable, and the nature of the jurisdictional authority over electrical 
power from atomic sources, whether applying to rates, investigations, etc. 

In the event you consider the Federal Power Commission to have jurisdiction 
over electrical energy produced in atomic facilities in any respect, would the 
Commission assert such jurisdiction without further direction from the Congress, 
if and when such electrical power is produced? 

In view of the pendency of legislation proposing to amend the Atomic Energy 
Act, I would appreciate a prompt reply to this letter. 

Sincerely yours, 


Cuet Ho.utrtetp, Member of Congress. 


FepDERAL Power COMMISSION, 
Washington, May 26, 1954. 
Hon. Cuet HOULIFIevcp, 
United States House of Representatives, Washington, D. C. 


Dear Mr. HovirretD: This will acknowledge receipt of your letter of May 19 
making inquiries with respect to the jurisdiction of this Commission in relation 
to the production of electric energy from atomic sources. We expect to submit 
a reply promptly. 

Sincerely yours, 
JeromMe K. KUYKENDALL, Chairman. 
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FEDERA! POWER COMMISSION, 
Washington, May 27, 1954. 
Hon, CHET HOLIFIELD, 
United States House of Representatives, Washington, D. C. 

Dear Mr. HouirieLp: This is in reply to your inquiry received May 21 with 
respect to Federal Power Commission jurisdiction where electric energy may be 
produced from atomic sources. 

In general the PFC now has jurisdiction under Parts II and III of the Federal 
Power Act (title 16 U. 8. C. secs. 791a—S25r) to regulate transmission and sale 
at wholesale of electric energy in interstate commerce by privately owned com- 
panies. This jurisdiction does not depend upon who produces the energy, or 
how. The FPC also regulates the accounting of companies that own or operate 
any facilities for such transmission or sale, and regulates certain transactions 
affecting their capitalization, e. g., sale, lease, or other disposition of property ; 
merger or consolidation of facilities; issuance of securities; acquisition of 
securities of other such companies; declaration of dividends out of capital; and 
the holding of certain interlocking positions as directors or officers. There are 
certain limited statutory exemptions from FPC regulation of activities of com- 
panies which are subject to State commission or SEC regulation. 

The applicability of these general observations to companies producing electric 
energy from atomic sources is the same as to other companies. If they transmit 
or sell electric energy at wholesale in interstate commerce, regardless of whether 
the energy is produced from atomic or conventional sources, their rates and 
services in such sales or transmission would be subject to FPC jurisdiction. 
Although no certificate of convenience and necessity is required under parts II 
and IIT of the Federal Power Act for the construction or operation of any kind 
of facilities, they will have to obtain FPC approval to issue securifies for 
tinancing construction of atomic facilities in certain cases, the same as any other 
facilities, and to make any transfer of such facilities after they have been con- 
structed. They will also have to comply with FPC regulation of their accounting 
for atomie facilities. None of the regulatory jurisdiction of the FPC depends 
upon any further assertion thereof by the Commission, or direction by Congress, 
but all of it would apply by virtue of the present provisions of the Federal Power 
Act to electric energy produced from atomic sources whenever such energy is 
transmitted or sold at wholesale in interstate commerce. 

In addition to the foregoing regulation, the FPC collects and compiles basic 
information covering all phases of the electric utility industry from all public 
agencies and private companies, regardless of whether they are otherwise subject 
to its regulation. This includes full information as to the operations, capabilities, 
and efficiencies of their facilities. Atomic plants would be subject to the same 
reporting requirements unless exempted by a new statute. Such reporting would 
probably require FPC amendment of existing report forms (which now relate 
only to conventional means of production), but no congressional action would 
be required. 

The FPC has heretofore emphasized that new legislation should not interfere 
with the gathering of this information, or any other aspect of utility regulation, 
insofar as interference can be avoided. (Under present circumstances it seems 
likely that security needs are generally compatible with public disclosure of such 
information, and indeed such disclosure may be one of the most important aids 
to industrywide development and utilization of the opportunities which atomic 
production of electric energy offer.) In addition to recommending avoidance of 
interference with regulation and gathering of information under the Federal 
Power Act, the FPC has taken a similar position with respect to State commission 
regulation of electric utilities. See the printed hearings of the joint committee 
(838d Cong., Ist sess., pp. 115-116). 

A further problem arises from the draftsmanship of sections 103 and 11 (b) of 
the Cole-Hickenlooper bill (H. R. 8862, 83d Con., 2d sess.) which we pointed out 
in our April 28, 1954, report to the Bureau of the Budget. For section 103 pro- 
vides for licensing by the AEC not only of “manufacture” and “production” but 
also of “transportation or receipt in interstate commerce * * * or use of * * * 
atomic energy.” Under the section 11 (b) definition of “atomic energy” the 
AEC’s licensing authority would cover all transmission, receipt, and use of 
electric energy produced from atomic sources. Inasmuch as such electric energy 
would be transmitted widely throughout interconnected electric utility systems 
and be received and used by their customers over large areas, the ANC’s licensing 
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jurisdiction would overlap and might conflict with existing utility regulation 
by both State commissions and the FPC. There seems to be no reason why this 
cannot be avoided by a slight change in the wording of sections 103 and 11 (b). 
No difficulty is expected from the FPC’s special licensing jurisdiction under 
part I of the Federal Power Act over hydroelectric generating plants. That juris- 
diction represents one method of regulating the non-Federal utilization and 
development of a great national energy resource, where Federal permission is 
required because of previous statutory prohibitions. It may therefore be re- 
garded as offering a parallel to proposals currently under consideration with 
respect to atomic energy, as we have previously pointed out. However, for the 
purpose of replying to your present inquiry we may merely say that no conflict 
is foreseen between the proposals currently under consideration and the hydro- 
electric licensing provisions of part I of the Federal Power Act. 
Sincerely yours, 
JEROME K, KUYKENDALL, Chairman, 


JUNE 9, 1954. 
Hon. JEROME K, KUYKENDALL, 
Chairman, the Fedcral Power Commission, 
Washington 25, D. C. 

My Dear MR. CHAIRMAN: Thank you for your reply of May 27 to my inquiry 
with regard to Federal Power Commission jurisdiction where electric energy 
may be produced from atomic sources. 

| am particularly interested in your last paragraph in which you refer to the 
Comumnission’s special jurisdiction over hydroelectric generating plants under 
part I of the Federal Power Act. There you point out that such jurisdiction 
represents one method of regulating the non-Federal utilization and development 
of a great national energy resource, where Federal permission is required be- 
cause of previous statutory prohibitions. 

I concur heartily in your statement that the Commissiou’s licensing jurisdic- 
tion over hydroelectric power developments offers a parallel to proposals cur- 
rently under consideration with respect to atomic energy. It seems to me that 
this raises vital questions as to legislative steps which should be taken to pro- 
tect the public interest in power, along lines similar to the provisions of existing 
Federal power legislation, before a final decision is made to turn over the new 
atomic energy power resource to non-Federal developers. 

As I read the Federal Power Act, it contains a wide range of provisions de- 
signed to assure the people of the country the fullest use of their waterpower 
resources, at the lowest reasonable rates. 

These provisions range from public preference and recapture rights, on the 
one hand, to elimination of the value which a licensee may claim for ratemaking 
or compensation for post-license recapture, on the other. 

The present proposals for amending the Atomic Energy Act, to the extent 
that they provide for the licensing of non-Federal agencies to construct, own, 
and operate atomic-energy powerplants, enable the Atomic Energy Commission 
to establish conditions safeguarding security and health, but appear to overlook 
the great public interest in the predominant purpose of power development. 

I would, therefore, appreciate your further discussion of the possibility of 
bringing the development of nuclear power for commercial purposes within the 
four walls of existing Federal power policy, together with your suggestions as 
to the legislation necessary to accomplish this purpose. 

In your reply, it would be helpful if you would advise me as to any changes 
in the provisions of part I of the Federal Power Act and subsequent legislation 
embodying the Federal interest in development of the country’s waterpower re- 
sources, which would be necessary to adapt them to the inclusion of the coun- 
try’s atomic energy resource within the scope of such legislation. 

I will also appreciate receiving copies of uny reports which your Commission 
may have prepared in the matter. 

In view of the fact that consideration of legislation in this field is proceeding 
rapidly, a prompt reply will be most helpful. 

Sincerely yours, 
Cuet HOoviFrieD, 
Member of Congress. 
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FEDERAL PowER CoMMISSION, 
Washington 25, D. C., June 14, 1954. 
Hon. CHET HOLIFIELD, 
United States House of Representatives, 
Washington, D. C. 

DEAR Mr. HouiFieLtp: This will acknowledge receipt of your letter of June 9 
requesting a discussion of the possibility of bringing the development of nuclear 
power for commercial purposes within existing Federal power policy, together 
with suggestions as to the legislation necessary to accomplish this purpose. 
We expect to submit a reply promptly. 

Sincerely yours, 
JEROME K. KUYKENDALL, Chairman 


FEDERAL Power CoMMISSION, 
Washington 25, D. C., July 1, 1954. 
Hon. CHEt HOLIFIELD, 
United States House of Representatives, 
Washington, D C. 


Dear Mr. HoOLirietp: In answer to your June 9 inquiries as to the possibility 
of bringing “the development of nuclear power for commercial purposes within 
the four walls Of existing Federal power policy,’ I hand you the following: 

“Summary of possible parallels between problems dealt with in existing water- 
power legislation and those which may warrant consideration in connection with 
atomic-energy legislation.”” This statement was transmitted to Chairman Cole 
on November 30, 1953, in response to the oral request which you had made of our 
representatives on June 29, 1953, and which was subsequently confirmed in 
Chairman Cole’s letter of July 8, 1953, to Commissioner Doty. 

“Excerpts from an analysis prepared upon behalf of the Federal Power Com- 
mission of the provisions of H. R. 8862, 83d Congress, 2d session.” 

We have been furnished with a committee print of May 21, 1954 (printed for 
the use of the Joint Committee on Atomic Energy) of a draft in bill form in- 
corporating changes proposed to be made in H. R. 8862 and companion bill 
S. 3323. If this Commission’s report on the provisions of that draft is desired 
we should like to be so advised. 

Sincerely yours, 
JEROME K, KUYKENDALL, Chairman. 


SUMMARY OF POSSIBLE PARALLELS BETWEEN PROBLEMS DEALT WitH IN EXISTING 
WATERPOWER LEGISLATION AND THOSE WHICH MAY WARRANT CONSIDERATION 
IN CONNECTION WitH ATOMIC-ENERGY LEGISLATION * 


Current proposals to develop peacetime uses of atomic energy may involve 
some of the same problems faced in 1908 when Federal waterpower legislation 
was first proposed and resolved in 1920 when the Federal Water Power Act was 
enacted (now pt. I of the Federal Power Act, 16 U. S. C. secs. 7T91a-823). For 
by 1908 the Nation had in waterpower, as it now has in atomic energy, a great 
energy resource, largely undeveloped, but believed to be potentially very valu- 
able. That national resource then consisted of the waterpower from streams 
on public lands of the United States which could be developed only with Federal 
consent and streams on which Congress had forbidden construction of dams or 
diversion works, or creation of other obstructions to navigable capacity, without 
congressional approval, when it enacted the River and Harbor Acts of 1890 and 
1899 to protect the interests of interstate and foreign commerce. (One-year per- 
mits could be obtained for waterpower projects in some cases, but a special act 
of Congress was required to provide*security of tenure needed to finance the 
large investments required for major developments. 

Similarly, today, the energy resource which the United States has, as a result 
of its expenditure of billions of dollars in atomic weapons research, cannot be 
developed without congressional approval because of the Federal proprietary 


21This statement has been prepared in response to informal requests confirmed in a letter 
under date of July 8, 1953, from the Chairman of the Joint Committee on Atomic Energy 
to Commissioner Doty of the Federal Power Commission 





1128 AMEND ATOMIC ENERGY ACT OF 1946 


interests (in patents, here) and because of the prohibitions in existing Federa 
legislation (the Atomic Energy Act). 

Thus it becomes pertinent to test any legislative proposals with respect to 
non-Federal development of atomic energy to see whether the public interest in 
atomic energy is protected and benefited as adequately as the Congress of an 
earlier generation sought to do for the Nation’s interest in waterpower. 

Standards governing grants of privilege.—Commissioner Doty, in his testi- 
mony before the joint committee on June 29, 1953, has already. suggested that 
legislation for grants or licenses by the AEC of the privilege of developing 
atomic energy should provide standards guiding the AEC’s issuance of such 
grants or licenses which will protect and promote the public interest in the 
development and utilization of the electric energy to be produced from atomic 
energy, as well as protect those public interests in national defense and security 
which are particularly associated with the development of atomic weapons 
(Atomic Power Development and Private Enterprise, hearings, Joint Committee 
on Atomic Energy, 83d Cong., Ist sess., p. 115). That is to say the grant of the 
privilege should depend not solely on the negative consideration that national 
defense will not be harmed, but on the affirmative ground of benefit to the public 
interest in electric power and other products of the operation of nuclear reactors 
as well, 

The parallel in the Federal Water Power Act was that licenses were to be 
granted upon a consideration not only of the consistency of the proposed water 
power project with the purposes for which the public lands had been reserved, 
or the interests of navigation protected against obstruction (sec. 4 (e)), but 
also upon a consideration of whether the project was best adapted to a compre- 
hensive plan for improving or developing a waterway for the improvement and 
utilization of waterpower, for the development, conservation, and utilization in 
the public interest of the water resources of the region, and for other beneficial 
uses, including recreational purposes (secs. 7 (a), 10 (a)). 

Continued applicability of State laws and existing Federal laws.—Federal 
legislation conferring a privilege and imposing safeguarding terms and condi- 
tions, by license or otherwise, is likely to raise questions of whether, and to what 
extent, State laws are superseded or existing Federal statutes impliedly repealed. 
Explicit provision was made in the Federal Water Power Act (secs. 19, 20, and 27) 
subjecting licensees to State laws and utility regulation where it is provided. 
See United States v. P. U. C. of California (345 U. 8S. 295, 300-311). In his 
testimony presented to the joint committee, Commissioner Doty set forth the 
view that with respect to atomic energy consideration should be given to making 
clear that there is no restriction or interference with State and Federal regu- 
lation of electric utility functions, such as the production of electric power for 
utility loads. Also that in the case of conflict between such regulation, or the 
publicity and informational aspects of such regulation, and the requirements 
of security the AEC should be empowered and required to work out methods and 
procedures for eliminating such conflict or, if that is impossible, for accomplish- 
ing the essential objectives of such regulation in a manner compatible with mini- 
mum essential security protections (Atomic Power Development and Private 
Enterprise, hearings, Joint Committee on Atomic Energy, 83d Cong., Ist sess., 
pp. 115-116). Where the administration of other Federal laws is involved, 
provision could be made that the AEC before issuing a grant or license should 
receive, consider, and give due weight to the findings and recommendations of 
the Federal agencies administering those laws. Compare section 4 (e) of the 
Federal Water Power Act. 

Reasonable and nondiscriminatory rates.—Where a select few are granted 
special privilege, and particularly in a case of issuance of grants or licenses to 
utilities which are already statutory or practical monopolies, the question arises 
of safeguarding the use of the privilege against abuse through the charging of 
excessive or discriminatory rates. The Federal Water Power Act adopted a 
dual protection, viz: (1) Licensee’s rates were expressly subjected to State regu- 
lation, or Federal, if State regulation was not provided or the States involved 
were unable to agree (secs. 19, 20); (2) if, notwithstanding such provision for 
rate regulation, excessive profits should in fact be realized, provision was made 
that such excess should be subject to expropriation through annual charges dur- 
ing the first 20 years and thereafter through being applied to reduction of the 
rate base and reduction of the recapture prices (secs. 10 (e), 10 (d), 3 (13), 14, 
and 20). 

Reimbursement for facilities which will become valueless upon termination of 
privilege —Where the grantee of a privilege or a licensee constructed facilities 
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which will have little or no value to the grantee or licensee after the expiration 
of the privilege, the question may need to be considered whether provision should 
be made for transfer of ownership of such facilities to the United States at its 
election, or to a successor grantee or licensee, with reimbursement to the original 
grantee or licensee for his investment insofar as not already recouped, and not 
to exceed the then fair value of the facilities. Compare the provisions of the 
Federal Water Power Act (secs. 14,15, and 3 (13) ). 

Term of grant or license.—Commissioner Doty in his testimony before the 
joint committee referred to the fact that to encourage the investment of the 
required capital it may be deemed necessary, as it was in the Federal Water 
Power Act, to permit the privilege to be granted for a relatively long period of 
years. Under that act licenses may be issued for terms of up to 50 years, and 
inay be renewed (secs. 6,15). If in the present case circumstances are too un- 
certain to permit the fixing of binding terms and conditions for such a long 
period of years, a remuneration provision, as contained in sections 14, 15, and 
2 (13) of the Federal Water Power Act, might serve as a partial safeguard for 
the investment. Procedures for periodic review and renegotiation at intervals 
of not more than, say, 5 years, are also to be considered in this connection 
(Atomic Power Development and Private Enterprise, hearings, Joint Committee 
on Atomic Energy, 83d Cong., 1st sess., p. 116). 

Fees for the privilege—Where a grantee or licensee enjoys a special privilege 
conferred at Government expense the question arises whether a fee should be 
imposed to reimburse the Government therefor or at least to reimburse it for 
its administrative costs. Compare the provisions of the Federal Water Power 
Act (see. 10 (e)). 

Emergency use of facilities by the Government.—If and to the extent that 
there is a possibility that the national interests may -require governmental 
operation or use of licensed facilities in an emergency, provision should be made 
therefor upon payment of a fair return on the licensee’s net investment and with 
due consideration of the needs of the utility loans dependent upon those facilities 
for power supply. Compare the provisions of the Federal Power Act (sec. 16). 

Accounting, administrative, and miscellaneous provisions.—Other provisions 
of the Federal Power Act suggest the desirability of congressional consideration 
of the possible applicability of similar provisions in the present case. 

Where regulation of rates or profits or corporate or financial activities is pro- 
vided, provision for strict control of accounting and free access to the licensee’s 
records and files (secs. 301 and 302), special and periodic reports (secs. 304 and 
$11), and powers to consider complaints, investigate, hold hearings, and issue 
orders, rules and regulations (secs. 306, 307, 308, and 309) are important or even 
indispensable tools of the responsible agency. So also are powers to ascertain 
and initiate proceedings to prevent violation of terms of the grant or license 
and the pertinent statutory provisions (secs. 4 (g), 26, 314, 315, 316). 

The question of the transferability of licenses (sec. 8) and of provisions for 
their revocation and surrender (secs. 6, 10 (c), 13, and 26) should be considered. 

The possibility that acts of a grantee or licensee may result in damages to 
others suggests the desirability of a provision to save the Government harmless 
(sec. 10 (c)). 

Where a long-term power contract must be entered into it may be appropriate 
to provide for AEC approval (sec. 22) or for periodic review and adjustment in 
accord with stipulated principles (Bonneville Act, sec. 5 (a) ). 

Howarp E. WAHRENBROCK, 
Assistant General Counsel, Federal Power Commission. 


Excerpts FrRoM AN ANALYSIS PREPARED UPON BEHALF OF THE FEDERAL POWER 
COMMISSION OF THE PROVISIONS OF H. R. 8862, 83p ConerREess, SECOND SESSION 


A BILL To amend the Atomic Energy Act of 1946, as amended 


Section 103. Issuance of licenses.—This section authorizes licensing of “manu- 
facture, production, transportation or receipt in interstate commerce * * * or 
use of * * * atomic energy * * *.”* Under the definition of “atomic energy” 
in sec. 11 (b) such licensing authority covers generation of electric energy by 
a public utility from steam produced by heat from a nuclear reactor; also the 
utility’s subsequent transmission of that electric energy on its system; and also 


11It would seem that this language should be exactly parallel to that of section 102, p. 32, 
lines 21 and 22, although it is not. 
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the receipt and use of that electric energy by the customers of the utility, when 
ever the electric energy is consumed in a State other than that in which the 
nuclear reactor is located. Even if this were corrected so that the licensing 
authority ended with the delivery of atomic energy in the form of steam, the 
following comments of Commissicner Doty ~ still seem pertinent: 

“If the approach to the problem now before you is to be through the method of 
issuing licenses authorizing the production of electric energy from atomic power 
it is suggested that legislation should provide that the conditions of such licenses 
should not be governed solely by standards relating to the use of fissionable ma 
terials and the protection of those interests of national defense and security 
which are particularly associated with the development of atomic power for 
military purposes, 

“We believe, as was provided for in the issuance of licenses for hydroelectric 
development under the Federal Power Act, that provision should also be made 
in any such legislation for the consideration of private and public interests in 
the production, transmission, and distribution or util’zation of electric power 

“If, on the other hand, it is decided that the consideration of such interests 
should be left to existing utility regulatory agencies operating as at present, any 
legislation with respect to the development of atomic power should be designed 
to facilitate and not hamper such regulation. Thus under both Federal and 
State statutes, electric utilities are required to report detailed information and 
data regarding their finances, facilities, and operations. Under section 311 of 
the Federal Power Act, for example, this Commission has the responsibility and 
duty to secure information ‘* * * regarding the generation, transmission, dis 
tribution, and sale of electric energy, however produced, throughout the United 
States and its possessions, whether or not otherwise subject to the jurisdiction 
of the Commission, ineluding the generation, transmission, distribution, and sale 
of electric energy by any agency, authority, or instrumentality of the United 
States, or any State or municipality or other political subdivision of a State.’ 

“Under this and other provisions of the act the Federal Power Commission 
collects financial, engineering, and operating information and data which are 
used by the financial community in marketing, and in investing in, electric utility 
securities by the industries planning developments dependent upon power supply ; 
and by the Federal Government for national defense and many other purposes 
in addition to the regulation of utility rates and services. 

“If such information and data are to be of real utility for these purposes they 
must include information with respect to production of electric energy from 
atomic power sources corresponding to that obtained with respect to production 
from coal, gas, oil, other fuels, and waterpower. Therefore we feel that in any 
such legislation under which the development or utilization of atomic power is 
licensed it should be made clear that the so-called atomic energy licensees which 
are engaged in the electric utility operations or which supply electric energy for 
that purpose shall not be exempt from regulation and reporting requirements 
under otherwise applicable State and Federal statutes. Consideration should also 
be given to the possibility of conflicts which may arise between the present re 
quirements of such State and Federal regulatory statutes and the security re- 
quirements which might be imposed in the legislation authorizing the use of 
atomic power. In this regard we suggest that the Atomic Energy Commission 
should be authorized and directed to work out methods and procedure for elimi- 
nating such conflicts or. accomplishing the essential objectives of the State and 
ederal regulatory statutes in a manner compatible with the accomplishment 
of the development of the use of atomic power.” 

It may be seriously doubted that policy is defined by providing (p. 33, lines 
15-16) that licenses shall be issued to licensees (sic, should be: “applicants for 
licenses’) (1) whose proposed activities will serve some useful purpose pro 
portionate to the quantities of special material to be consumed.” The critical 
words “some useful purpose” avoid rather than enunciate a congressional de 
termination of the policy to be followed, in violation of the principle that legis 
lative power may not be delegated by Congress (Schechter Corp. v. United States, 
295 U. S. 495, 529-542, 553). As the Court there said with respect to the codes of 
fair competition authorized by the National Industrial Recovery Act (295 U. S. 
at p. 530): 

“* * * we look to the statute to see whether Congress has overstepped these 
limitations, whether Congress in authorizing ‘codes of fair competition’ has 


2Statement of Hon. Dale BE. Doty, member of the Federal Power Commission, before 
the Joint Committee, hearings, 83d Cong., Ist sess., June 29, 1953, pp. 115-116. 
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itself established the standards of legal obligation, thus performing its essen- 
tial legislative function, or, by the failure to enact such standards, has attempted 
to transfer that function to others.” 

The bill itself recognizes that “some useful purpose” is, as a practical matter, 
no real standard, for section 182, which prescribes the data to be furnished to 
the Commission so that it can be determined whether to issue a _ license, 
does not require any information whatever as to the applicant’s purpose. 

So also H. R. 8862 is entirely silent on the major policy question of charging 
for the license privilege. If persons are to be permitted to use the energy re- 
source resulting from the Government’s expenditure of billions of dollars on 
atomic research and production, are they to pay anything for that privilege? 
In the legislative history of the Federal Water Power Act of 1920, the question 
of whether to impose annual charges for the license privilege of using the water- 
power of streams subject to the jurisdiction of the Federal Government, was 
vigorously debated over a period of several years.’ It can therefore scarcely 
be said that the problem is not a question of congressional policy, now. Hence 
a bill which leaves that question to the AEC without fixing the policy which 
the Commission should apply, would seem to be gravely deficient under the 
Schechter case. 

Pricing of special materials.—Not only does H. R. 8862 fail to fix congressional 
policy as to charging for the privilege of using atomic energy, but it also fails 
to fix congressional policy as to the prices to be charged licensees for their 
atomie fuel (special materials) and the price the Government will pay for their 
atomic ashes. For all the bill now provides, the AEC may pay more for the 
ashes that it charges for the fuel. If the Government is thus to subsidize the 
electric utilities and other persons developing atomic energy by paying operating 
costs in addition to giving them the license privilege without charge, it would 
seem that Congress should fix that policy—not attempt to pass the responsibility 
to the AEC, the Review Board, the courts, or anyone else." 

But section 54 authorizes the AEC to “distribute special material * * * for use 
pursuant to a license * * * and charge a fair price.” “Fair price” is nowhere 
defined or its meaning indicated in the bill. Furthermore, there is not and 
probably never will be a free market to provide a standard of what a “fair price” 
would be, and H. R. 8862 provides no congressional determination, or guide for 
Commission determination, of how much of the billions spent or to be spent by 
the Government shall be deemed to be cost of producing the special materials 
supplied to licensees. In the absence of such a guide, there is little, if any- 
thing, in the legally established concepts of utility regulation that can be deemed 
to provide meaning for the term “fair price”, and section 107 doesn’t help. 

The same is true of the provisions of section 52 of H. R. 8862 for AEC pay 
ment of “just compensation” for atomic ashes: “Any person * who lawfully 
produces any special material incident to privately financed activities shall be 
paid just compensation therefor.” 

Pricing of byproduct energy.—The provisions of section 104 authorizing the 
AEC to sell byproduct energy “at reasonable and nondiscriminatory prices,” 
present similar questions although the provision against discrimination is good 
as far as it goes. (Incidentally the question arises why that standard was 
omitted in authorizing issuance of licenses and pricing of special materials in 
secs. 52, 54, and 108.) 

The sale of byproduct power is not a new problem. One Congress after 
another in authorizing Federal development of irrigation, water conservation, 
flood control, and navigation improvement projects, has provided detailed and 
explicit standards and limitations governing the disposition of such electric 
power. Beginning with the Reclamation Act of 1906° Congress has defined the 
policy to be followed in the sale of byproduct electric power with respect to 
such matters as duration of contracts of sale;° allocation of project costs to 

See Kerwin, Federal Water-Power Legislation (Chicago, 1926), pp. 111-216; Rept. No 
61, Committee on Water Power, 66th Cong., Ist sess., p. 4 

*If subsidies are to be permitted, consideration should be given to the question of the 
desirability of provisions for passing the benefits of such subsidies on to the public. The 
Federal Water Power Act of 1920 contained dual provisions to assure a similar result 
(1) by providing for Federal regulation of the rates charged in all sales of the electric 
energy output until the ultimate consumer receives it, where the States do not regulate or 
are unable to agree (secs. 19, 20, Federal Power Act) ; (2) by providing for expropriation 
or recapture of excess profits (secs. 10 (e), 10 (d), 3 (18), 14, and 20 of the Federal 
Power Act). 

534 Stat. 117. 


*H. g., Salt River Act of 1922, 42 Stat. 847; Boulder Canyon Project Act of 1928, 
45 Stat. 1060; TVA Act of 1933, 48 Stat. 58. 
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reflect separate costs allocable to power phase of multiple-purpose projects as 
a basis for pricing the power; pricing electric power to recover operating 
charges and capital investment allocable to electric power;* preference to mu- 
nicipal and other public bodies in sale of electric power;’ and encouragement 
of diversified and widespread use of electric power.” In recent years Congress 
has gone so far as to subject the rates proposed by the marketing agency to the 
review of the Federal Power Commission.” 

Corresponding enunciation of policy in the sale of byproduct power from 
Government atomic energy installations may present some new or different 
problems, but the precedents cited are sufficient to suggest that Congress has 
been jealous to enunciate the policy to be effectuated by the agency marketing 
the power and has not been willing to leave the responsibility for policy to 
the agency. 

Lack of standards to guide other Commission action.—The failure of H. R. 
8862 to fix the policy to be followed by the AEC, and the consequent danger of 
invalidity under the Schechter case, are not confined to the provisions already 
discussed, but extend to numerous provisions not so directly related to the 
subject of electric utilities. The following examples may be noted: 

Section 33 (p. 18, lines 3-5) authorizes the AEC to charge “fair prices” for 
research and development activities performed for others, with no guidance 
from Congress as to how to determine such “fair price.” 

Section 42 (b) (p. 19, lines 5-6; ef. line 20) authorizes the AEC “to make, 
or to continue in effect, contracts” for the production of special materials— 
with no guide as to duration, dollars, and all other terms and conditions, in- 
cluding ownership of patents on any inventions or discoveries. (See Patents 
and Inventions, below.) 

The same section (p. 20, lines 8-10) leaves the quantities of special materials 
to be produced to be decided by the President without any guidance or determi- 
nation by Congress of the policy he is to effectuate or the standards to guide 
his decision. 

Section 54 (p. 23, lines 6-10) authorizes the AEC to sell or give away “special 
materials” for research or medical therapy, without fixing policy as to when 
they shall be given away, when sold, or how any charge shall be determined 
upon, or even that the distribution shall be nondiscriminatory. 

Section 55 (p. 24, lines 7, et seq.) authorizes the AEC “to purchase or other- 
wise acquire” special material from abroad or facilities for production of special 
material, with no limit on price or standards to guide the Commission as to 
what the national policy is. i 

Section 65 (p. 27) confers even broader powers with respect to some materials 
and deposits thereof, with no more definition of policy or guide to decision. 

Section 71 (p. 29, lines 13-18) authorizes licensing of use of byproduct ma- 
terials “with or without charge” but provides no policy and no standard as to 
when there shall be no charge and when a charge shall be made, or how much 
of a charge, or even that charges shall not be discriminatory, except as a pro- 
vision is made for preference of certain uses. 

Section 105 (p. 35, lines 9-12) authorizes the AEC to deny a license for re- 
search and development “for good reason” without stating what would con- 
stitute “good reason” and what would not. 

Section 108 (pp. 36-37) authorizes licensing requirements for operators of 
atomic facilities with no standards to govern the AEC, no fixing of policy, no 
prohibition, even, of discrimination. 

Effect of revocation of license on electric utility service ——Section 186 (p. 61) 
gives the AEC broad power to penalize violations by revoking licenses. Where 
atomie energy is relied upon to carry utility loads it should be recognized that 
such a penalty may hurt the public more than the licensee, unless provision is 
made for continuance of the supply of atomic energy until alternate sources 
of power supply can be built or acquired. 

Patents and inventions.—Chapter 14 of H. R. 8862 opens the door to private 
ownership of patents covering improvements in the utilization of atomic energy 


TE. g., TVA Act of 1933, 48 Stat. 58 ; Bonneville Act of 1937, 50 Stat. 733. 
. BE. ett eel Canyon Project Act of 1928, 45 Stat. 1060; Reclamation Act of 1939 
53 Stat. 1193. 
* Reclamation Act of 1906, 34 Stat. 117; Raker Act of 1913, 38 Stat. 241; Salt River 
Act of 1922, 42 Stat. 847; Boulder Canyon Project Act of 1928, 45 Stat. 1060. 
% ®. g., Reclamation Act of 1906, 34 Stat. 117; Tennessee Valley Authority Act of 1933, 
48 Stat. 58; Bonneville Act of 1937, 50 Stat. 733; Fort Peck Act of 1938, 52 Stat. 4038. 
u B®. g., Bonneville Act of 1937, 50 Stat. 783; Fort Peck Act of 1938, 52 Stat. 403 ; Flood 


Control Act of 1934. 
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by electric utilities or as a substitute for electric utility services. There is no 
provision for compulsory licensing of privately owned patent rights. Thus, the 
present bill might allow private ownership of patent rights on such improvements 
to stand in the way of substantially reducing electric utilities’ production costs, 
as long as the patents remain in effect. And it is to be borne in mind that the 
cost of produeing energy by atomic processes today is higher than by conven- 
tional methods. Hence the hope that the Government’s expeditures on atomic 
energy would bring about a substantial reduction in the Nation’s power bill may 
by this bill be deferred for 34 years—the life of the initial patents and their re- 
newal. This will be true whether the patent owners withhold the patents from 
use or license their use at the best royalties obtainable. 

A related question may be noted with respect to the failure of H. R. 8862 
to provide for Government ownership of all patents on inventions and discover- 
ies made by others working under contract at Government expense or as a re- 
sult of such work. 

Power supply contracts.—Section 164 authorizes the AEC to enter into new 
contracts for the supply of electric power to the Oak Ridge, Paducah, and Ports- 
mouth installations of the Commission, or to modify or confirm existing con- 
tracts. Here again the grant of power is without any definition of governing 
standards, any policy guide, or any limitation of any kind. Apparently this 
may ratify or authorize ratification of existing contracts. The Federal Power 
Commission has not indicated any position as to the terms of the contracts 
heretofore entered into. 

Draftsmanship.—We have not undertaken a critical consideration of the 
draftsmanship of the bill. Certain questions of that nature have been noted, 
however. 

Page 26: Is Sec. 63 “Issuance of Licenses” meant to apply only to the licenses 
referred to in Sec. 62, or also to those referred to in Secs. 63, 71, 101-103, 105, 
and 108? 

Page 2, line 20: Change “shall be” to “must be”. 

Page 2, line 25: Change “to” to “of”. 

Page 3, line 5: “Interstate damage” is an ambiguous term. 

Page 6, line 14: Add “municipal corporation” in addition to “political sub- 
division”. 

Page 23, line 25: Change “and” to “all”. 

Page 33, lines 6-8: Phraseology leaves it unclear whether “in interstate com- 
merce” is intended to modify (1) “production”, and (2) “transportation”, as well 
as “receipt”. Should not this wording correspond exactly to p. 32, lines 21-22? 


May 19, 1954. 
Hon. Dovertas McKay, 
Secretary of the Interior, 
Department of the Interior, Washington, D. C 


My Dear Mr. Secretary: In the event electrical energy is produced by the 
Atomic Energy Commission in atomic facilities pursuant to section 7 (d) of the 
Atomic Energy Act of 1946, as amended, or any other provision of that act, what 
jurisdiction, if any, would you consider the Department of the Interior to have 
in this field? 

I ask the same question with respect to electrical energy produced by electrical 
utilities in (a) United States Government owned reactors, and in the event the 
law is amended, (0b) privately owned reactors, in which title to nuclear materials 
is retained by the Government. 

Kindly specify what laws affecting the Department of the Interior, if any, are 
applicable, and the nature of the jurisdictional authority over electrical power 
from atomic sources, whether applying to rates, investigations, etc. 

In the event you consider the Department of the Interior to have jurisdiction 
over electrical energy produced in atomic facilities in any respect, would the 
Department assert such jurisdiction without further direction from the Congress, 
if and when such electrical power is produced? 

In view of the pendency of legislation proposing to amend the Atomic Energy 
Act, I would appreciate a prompt reply to this letter. 

Sincerely yours, 
Cuetr Hotirtetp, 
Member of Congress. 


48184—54—pt. 2 37 
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DEPARTMENT OF THE INTEBIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., May 28, 1954. 
Hon. CHetr HOLIFIELD, 
House of Representatives, 
Washington, D. C. 

Dear Mr. Howirietp: This is in reply to your letter of May 19, 1954, inquiring 
whether the Department of the Interior would have any jurisdiction over electric 
energy produced by the Atomic Energy Commission pursuant to any provision 
of the Atomic Energy Act of 1946, as amended. 

The Reclamation Act of 1902, as supplemented by the act of 1906 and various 
other acts of Congress since that date, have served to make the Department of 
the Interior the marketing agent for electric energy produced at most federally 
owned installations other than those of the Tennessee Valley Authority. The 
authority of this Department over the marketing of federally produced electric 
energy is generally based upon three statutes, section 9 of the Reclamation 
Project Act of 1989 (48 U. 8. C., 1952 ed., sec. 485h), section 5 of the Flood 
Control Act of 1944 (16 U. S. C., 1952 ed., sec. 825s), and section 1 of the Bonne- 
ville Project Act (16 U. S. C., 1952 ed., sec. 832). Under the Reclamation 
Project Act the Secretary of the Interior is authorized to dispose of electric 
power and energy generated at reclamation projects. Under the Flood Control 
Act he is authorized to dispose of electric power and energy generated at reser- 
voir projects under control of the Secretary of the Army and considered by 
that Department to be unneeded in the operation of such projects, Under the 
Bonneville Act the Secretary of the Interior is authorized to dispose of such 
electric energy generated at the Bonneville project as is turned over to him 
by the Secretary of the Army. 

Aside from authority contained in the legislation cited above, this Department 
has no general authority to act as marketing agent for electric energy generated 
at federally owned installations. Since the Atomic Energy Act does not confer 
specific authority upon this Department to serve as marketing agent for electric 
energy produced at atomic energy installations, the Department would appear 
to be without authority to act as marketing agent. 

Sincerely yours, 
Dovetas McKay, 
Secretary of the Interior. 


May 19, 1954. 
Hon. JAMEs P. MITCHELL, 
Secretary of Labor, 
Washington, D. C. 

DeAr Mr. SECRETARY: In the event the Atomic Energy Act of 1946 as amended 
is further amended to permit private ownership and operation of atomic facili- 
ties of a nonmilitary nature, while the Federal Government retains title to 
nuclear materials utilized or produced in such facilities, do you consider that the 
laws applicable to public contracts which are administered by your Department 
would apply to private owners and operators of the atomic facilities? 

In view of the pendency of legislation proposing to amend the Atomic Hnergy 
Act, I would appreciate a prompt reply to this letter. 

Sincerely yours, 


CHet HOLIFIeLp, 
Member of Congress. 


DeEPARTMENT OF Lapor, 
OFFICE OF THE SECRETARY, 
Washington, D, C., June 8, 1945. 
Hon, Cuet HOLirie.p, 
House of Representatives, 
Washington, D. 0. 


DEAR CONGRESSMAN HolLirievp: This is in reply to your letter of May 19 re- 
questing my views regarding the effect of a proposed amendment to the Atomic 
Energy Act of 1946 which would permit private ownership and operation of 
atomic facilities of a nonmilitary nature. You state that the Federal Govern- 
ment would retain title to the nuclear materials utilized or produced in the 
facilities and you ask whether the public contracts statutes administered by the 
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Department of Labor would apply to the activities of the private companies 
owning and operating the facilities. It is my understanding that the activities 
in question would not involve the construction, alteration, or repair of public 
buildings or public works or work financed in whole or in part by Federal funds. 

The Walsh-Healey Public Contracts Act applies generally to employees an- 
gaged in the performance of Government contracts for the manufacture or the 
furnishing of materials, supplies, articles or equipment in excess of $10,000. 
In Powell v. United States Cartridge Company (339 U. 8S. 497), the Supreme 
Court reversed the decision of the Court of Appeals for the Highth Circuit, which 
had adopted the view that the Walsh-Healey Public Contracts Act and the Fair 
Labor Standards Act were mutually exclusive and that only the former was 
applicable to employees in an ordnance plant operated by a private firm engaged 
in processing Government-owned raw materials into munitions, likewise owned 
by the Government. The Supreme Court held that the statutes were mutually 
supplementary and that both were applicable. 

The 8-hour laws of 1912 and 1940 (40 U. 8. C. 324-326) apply generally to 
contracts to which the United States is a party or contracts made for or on 
behalf of the United States which may require or involve the employment of 
laborers or mechanics. As a rule, they apply to all such Government contracts 
not exempted by some specific provision of the 1912 statute. You will note, 
however, that only laborers and mechanics fall within the purview of these laws. 
Whether or not a particular employee is a laborer or mechanic is largely a 
question of fact which must be decided on the merits of each situation and can 
be determined only after the exact nature of his duties is known. However, 
where the Walsh-Healey Act and the 8-hour laws overlap, the former takes 
precedence and only its provisions are required to be included in the contract 
specifications. 

The above comments indicate the possibility that the provisions of the Walsh- 
Healey Act or of the 8-hour laws may have application to some of the contracts 
to which you refer, under which nuclear materials produced by the contractor 
as a result of his operations are furnished to the Government. No definite 
opinion as to the application of these laws to particular contracts could be given, 
however, in the absence of full facts concerning the nature, objectives, and pur 
poses of such contracts, and, with respect to the Walsh-Healey Act, the im- 
portance to the Government of receiving nuclear materials as an end product 
of the operations under the contract. 

It should be noted that the Walsh-Healey Act (sec. 6) and the regulations 
issued thereunder (sec. 201.601) make provision for exceptions and exemptions 
as required in the public interest and to prevent hardship or injustice, through 
appropriate administrative action. It may also be noted that under Reorgani- 
zation Plan No. 14 of 1950 (5 U. S. C., 1952 edition, sec. 611, note), the Secretary 
of Labor is authorized to establish appropriate standards, regulations, and pro- 
cedures with respect to administration and enforcement by Government agencies 
of the 8-hour laws. 

I am enclosing for your convenience in reference, copies of the Walsh-Healey 
Act and the 8-hour laws. The Department of Labor shall, of course, be glad 
to furnish you with any additional information which you may desire regarding 
the application of these statutes. 

Yours very truly, 
JAMES P. MITCHELL, 
Secretary of Labor. 


May 19, 1954. 
T. COLEMAN ANDREWS, 
Commissioner, Internal Revenue Service, 
Department of the Treasury, Internal Revenue Building, 
Washington, D. OC. 


My Dear CoMMISSIONER: In the event the Atomic Energy Act of 1946, as 
amended, is further amended to permit private ownership and operation of 
atomic facilities of a nonmilitary nature, while the Government retains title 
to nuclear materials utilized or produced in such facilities, in what way, if any, 
would the retention of title by the Government affect the corporate tax liabilities 
to the Federal or State governments on the part of the private owners and 
operators? 

In view of the pendency of legislation proposing to amend the Atomic Energy 
Act, I would appreciate a prompt reply to this letter. 

Sincerely yours, 
Cuet HOLIFrIeLp, 
Member of Congress. 
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May 24, 1954. 
Hon. Cuet HOvirieE.p, 
House of Representatives, Washington, D. 0. 


My Dear Mr. Hortr1erp: This will acknowledge receipt of your letter of May 19, 
1954, addressed to Commissioner Andrews, requesting certain information with 
respect to a proposed further amendment to the Atomic Energy Act of 1946, as 
amended, to permit private ownership and operation of atomic facilities of a non- 
military nature. 

This matter will be given prompt consideration and you will be further advised. 

Very truly yours, 
A. L, O'CONNELL, 
Acting Chief, Technical Reference Braneh. 


TREASURY DEPARTMENT, 
Washington 25, May 28, 1954. 
Hon. CHET HOLIFIELD, 
House of Representatives, 
Washington, D. C. 

My Dear Mr. HOLIFIELD: Commissioner Andrews has asked me to reply to your 
letter of May 19, 1954, relative to the corporate tax effects of a proposed amend- 
ment to the Atomic Energy Act of 1946 which would authorize private ownership 
and operation of atomic facilities of a nonmilitary nature but with the Govern- 
ment retaining title to the nuclear materials utilized or produced in such 
facilities. 

You ask in what way, if any, the retention of title by the Government would 
affect the corporate tax liabilities to the Federal or State governments on the 
part of the private owners and operators. 

I believe you will appreciate that it is not possible for us to make a definite 
ruling in this matter prior to the enactment of the proposed legislation, or at 
least until further information is available as to the actual provisions of the 
legislation and the form of contracts to be executed pursuant to such legislation. 
It may be stated generally, however, that where properties are held and used 
by a corporation under a lease or similar arrangement any income realized from 
the use of the property is includible in the lessee’s gross income for Federal 
income-tax purposes. The lessee corporation is entitled to deduct as a business 
expense, amounts paid the lessor in the form of rents or royalties as compensation 
for the use of the property. 

The effect of the proposed legislation on corporate tax liabilities to State 
governments would be dependent upon State law and is not a matter within the 
jurisdiction of the Internal Revenue Service. 

We shall be glad to consider this matter further if you desire when more 
definite information is available or after the legislation is enacted. 

Very truly yours, 
H. T. Swarrz, 
Acting Assistant Commissioner. 


APRIL 29, 1954. 
Adm. Lewis L. Strauss, 
Chairman, Atomic Energy Commission, 
Office of the Chairman, 
Washington, D. 0. 


DeAR ADMIRAL STRAUSS: Pursuant to a recent conversation with Dr. Hafstead, 
I am writing to request certain information which I wish to have as a matter of 
written record. 

Will you please give me your best estimate of the time required to complete 
and place in operation each of the five reactors in the contemplated program? 

Can you estimate, at this time, the number of months or years of operation 
necessary after completion of each reactor to obtain a reasonable evaluation of 
its efficiency in relation to kilowatt-hours production cost. Is it possible, at 
this time, for you to give me an approximate capital investment cost for each 
reactor? (I realize that actual construction costs may vary from such approxi- 
mate estimate.) 
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Is it planned, at this time, that the Government shall furnish all of the funds 
for the research and development cost for each of the five reactors? If private 
funds are to be used in the research and development phase of any of the reactors, 
will you please specify to what extent it is anticipated such funds will be utilized 
and for which reactors they will be employed. 

Is it anticipated that the Government will pay the full cost of construction for 
each of the five reactors? If not, to what extent will private funds be utilized 
and for whcih reactor project will they be utilized? 

Thanking you in advance for an early response to my letter, I am 

Sincerely yours, 
Cuet HoviFie.p, M. C. 


AToMic Energy CoMMISSION, 
Washington, D. C., May 24, 1954. 
Hon. Cuet HOLtrFIecp, 
House of Representatives. 


Deak Mr. Hoviri1e_p: I am in receipt of your letter of April 29, 1954, requesting 
certain information regarding the nuclear power development program. This 
reply will, in effect, confirm the information relayed to you by phone by 
Dr. Hafstad. 

The underlying objective of the planned program perhaps should be repeated 
in order that the answers to specific questions can be considered in proper per- 
spective. You will recall that the program is described as a minimum program 
from the development of technology believed necessary for realistic industrial 
assessment of the potential of nuclear power from promising reactor systems. 
None of the cost Gata will be directly applicable to determination of the economics 
of nuclear power production because of size and experimental nature of planned 
operation. However, both cost data and technology derived from the program 
will reduce significantly the extent of extrapolation necessary for industrial 
appraisal of the economics 

It is our belief that an operating period of perhaps 2 years on each experi- 
mental reactor is desirable for reasonable evaluation of the performance of each 
system. However, much of the desired technology that will be of assistance for 
industrial appraisal of the economics will come from the reactor assembly and 
supporting development program prior to start of operation. In most cases 
operation beyond a 2-year period may be justifiable for further refinements or 
additions to the technology but 2 years seems reasonable for achievement of 
most program goals. 

At the present time this minimum nuclear power program is one initiated by 
the Government to be supported with Government funds to the extent necessary 
to carry out the prescribed work. We have no way of predicting the extent to 
which private funds may facilitate accelerating this program, nor how soon pri- 
vate industry will be able to make economic appraisals based on data available 
as the program progresses. We are, however, encouraged by the two notable 
examples of participation with private funds which are now in final stages of 
negotiation with the Duquesne Light Co. on the pressurized water reactor and 
with North American Aviation, Inc., on the sodium reactor experiment. These are 
summarized in the attached table which also summarizes our estimates of indi- 
vidual program costs and reactor start up dates based on our current schedules. 
We hope these schedules can be accelerated. Further, we believe that the pro- 
posed changes in the Atomic Energy Act will assist in accelerating the reactor 
program. 

I am enclosing a photostatic copy of the bar chart which Dr. Hafstad has used 
in various briefings to show individual program cost estimates by fiscal years. 

Sincerely yours, 
Lewis L. Strauss, Chairman. 
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REACTOR DEVELOPMENT COSTS 


MILLIONS OF DOLLARS 


PRESSURIZED WATER REACTOR 








1948 ‘49 ‘50 ' ‘52 ‘53 (‘54 
FISCAL YEARS om 


Note: Cross-hatched area indicates 
plant and reactor fabrication costs, 
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ATOMIC ENERGY COMMISSION, 
Washington 25, D. C., July 1, 1954. 
Hon. Cuet HO.LiFievp, 
House of Representatives. 


Dear Mr. Hoririretp: During the hearings before the Joint Committee on 
Atomic Energy on June 17 and 18, 1954, you requested projections on power costs. 

The attached table shows the amount and estimated annual cost of electric 
power under contract for the supply of gaseous diffusion plant areas after the 
present authorized construction program and the generating stations under con- 
struction have been completed and the plants have reached steady state operation 
in 1957. 

There are numerous factors which affect these costs, a major one being the 
cost of fuel consumed in the stations. Fuel costs are subject to change and also 
vary widely between plant locations. Increases or decreases in fuel cost to the 
suppliers from base prices stated in the contracts are reflected in the bills to AEC 
either on an actual cost basis or on a formula basis. For comparative purposes 
the table shows cost of power to AEC for various costs of fuel to the suppliers. 

The TVA contracts are of the commodity type and provide for adjustment of 
the power rate up or down on a formula basis from a stated base fuel cost. 
For Oak Ridge this fuel cost base is 1844 cents per million B.t. u. It is estimated 
that average fuel costs applicable to escalation will be 1814 cents per million 
B. t. u. in fiscal year 1957. 

For Paducah the contract base fuel cost is 17% cents per million B.t.u. This 
was the average price paid by TVA, for coal delivered and unloaded to the Shaw- 
nee plant in the last 6 months of 1953. Beginning in July 1954, AHC’s bill for 
power at Paducah is expected to be based on 16.8 cents fuel, TVA’s 6 month’s 
(January 1, 1954, to June 30, 1954) average cost of fuel at Shawnee. TVA esti- 
mates that its rate to AEC in fiscal year 1957 will reflect fuel costs of 15% 
cents. 

Under the Dixon-Yates proposal, the base cost of fuel is 19 cents per million 
B. t. u. This is the estimated cost of fuel to be burned in the proposed West 
Memphis plant in 1957. Provision is made in the proposal for adjusting the rate 
up or down on a formula basis if fuel costs are greater or less than 19 cents. The 
estimated difference in unloaded coal of 19 cents fuel cost at West Memphis and 
the 15% cents estimated cost at Paducah is due to the difference in transporta- 
tion charges from West Kentucky sources of supply. 

Changes in fuel costs under the E. EB. I. contract will be reflected in the AEC 
bill on an actual-cost basis. Present fuel costs of E. E. I. for the first 3 units 
which are in operation are approximately 1914 cents per million B. t. u. As 
previously explained, this cost is temporary and after boiler modifications are 
completed purchase of premium price coal and washing will be discontinued. 
Present estimates indicate a fuel cost of approximately 16 cents in 1957 when 
all 6 generators are in operation. 

The cost of fuel under the O. V. E. C. contract is estimated at between 18% 
cents and 1914 cents per million B. t. u. The two plants of this company are 
now under construction and when completed, the cost of energy to AEC will 
reflect fuel costs on an actual cost basis. 

Under the TVA Paducah contract and the expansion contract at Oak Ridge 
provision is made for an adjustment of the rate to AEC on the basis of changes 
in Hourly Earnings for Production Workers in Blectric and-Gas Utilities as 
published by the Bureau of Labor Statistics. A similar adjustment applies to 
the Dixon-Yates proposal. The rates shown in the table are based on a rate of 
$1.97 per hour. The Dixon-Yates proposal also provides for the reimbursement 
of all taxes on an actual cost basis. 

Under the O. V. EB. C. and E. E. I. contracts AEC will pay its share of the 
actual taxes, insurance, and operating costs, based on AEC’s requirement as 
related to the capability of the plant. AEC’s share of the fuel cost will be based 
on the kilowatt-hours it consumes. 

Present construction schedules indicate that facilities being constructed by 
TVA, E. E. L, and O. V. E. C. to serve AEC loads will be completed during the 
last half of 1955 or early 1956. 

The rates shown in the table are predicated on the best estimates of costs of 
the facilities available at this time; provision, however, is made in the FE. B. I. 
and O. V. B. C. contracts for adjustment up or down of these rates if costs are 
higher or lower than present estimates. Adjustments for changes in construc- 
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tion priees are made to the rates under the TVA contract on the basis of changes 
in national eonstruction indexes. 

The Dixon-Yates proposal provides for adjusting the rates up or down for in- 
creases or decreases in the actual costs of the facilities from the estimated costs. 
Such adjustment is based on AEC sharing with the company on a 50-50-basis 
all decreases in costs from the estimate and all increases in costs on a 50-50 
basis up to maximum increase of approximately 9 percent. All increases in 
costs above this amount must be borne wholly by the company. 

Many other factors affect cost of power such as the kind of facilities provided 
for service to AEC, the cost of these facilities including transmission, the amor- 
tization period, the rate of interest, the prevailing labor rates, and reserves 
being provided. A real comparison of the contract rates must give weight to all 
these factors. 

Sincerely yours, 
K. D. NicHots, 
General Manager. 


Estimated annual costs of purchased power, gaseous diffusion plants, 1957, 
steady State operation 


Paducah 


Oak Ridge, Portsmouth, | Dixon-Yates 


Contract demand, kilowatts__-_- | 1, 730, 000 1, 800, 000 600, 000 
Energy (thousands of kilowatt- | 
hours) | 14, 852,000 10, 345, 000 6, 310, 000 15, 453, 000 , 200, 000 
Annual costs: 
At 19% cents fuel cost !__....| $56, 632,000 | $40,174,000 | $25, ora, ane | $62, 052, 000 | 
Mills per kilowatt-hour-___._. 3.81 | 3.88 
At 19 cents fuel cost ! $56, 189,000 | $39,657,000 | $25, 657, “000 $61, 33 
Mills per kilowatt-hour-.___- | 3.78 3.83 4. 07 
At 18% cents fuel cost !_.__- | $55,447,000 | $39,139,000 | $25,341, oo $60, 6 
Mills per kilowatt-hour 3.7 3. 78 02 
At 174 cents fuel cost ! $53, 961, 000 $38, 105, 000 $24, 70, 000 | $59, 1 
Mills per kilowatt-hour-_____- 3. 3. 92 
At 16.8 cents fuel cost !_.....| $53 ; $37, 381, $24, 200, 000 | $58, 15 
Mills per kilowatt-hour..._-_. 3. 3.6 3. 85 . : 
At 15% cents fuel cost ! , 992, | $36,036,000 | $23, 511,000 56, 277, $18, 980, 000 
Mills per kilowatt-hour. | 3. 4 3. 48 3. 73 3.6 3. 65 


Supplier TVA me | 0. V.E.C.| proposal 
spl os vt then 











1 Per million B. t. u. 


28, 1954. 
Miss MARGUERITE OWEN, 
Tennessee Valley Authority, 
Woodward Building, Washington, D. 0. 


DrEAR Miss OwEn: Will you please provide me, in whatever detail possible, a 
statement showing the cost to the Atomic Energy Commission on power from 
Tennessee Valley Authority’s Shawnee plant. 

Sincerely yours, 
CHET HOoLtiriecp, 
Member of Congress. 


‘TENNESSEE VALLEY AUTHORITY, 
Chattanooga, Tenn., June 8, 1954. 
Hon. CHet HOULIFIELp, 
House of Representatives, Washington, D. C. 

Dear Mr. HOuiFietD: This is in reply to your letter of May 28 to Miss Owen 
inquiring as to the cost of the Atomic Energy Commission of power from TVA’s 
Shawnee steam plant. 

TVA put the fourth generating unit at Shawnee into commercial operation 
on January 8, 1954. At that time TVA’s half-million kilowatt share of the 
power for the first stage of the Paducah atomic-energy project became fully 
available under normal contract terms. 
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The total charge for power under this contract include a basic demand charge 
and a basic energy charge. These basic charges are subject to adjustment to 
reflect (1) changes in general construction industry costs during the construc- 
tion of the Shawnee plant as measured by changes in the building cost index 
published in Engineering News Record, (2) changes in general utility industry 
wage rates as measured by the average of hourly earnings of production workers 
in gas and electric utility industries, as compiled by the Bureau of Labor Sta- 
tistics, and (3) changes in the average cost per million B. t. u. of coal received 
(unloaded) at the Shawnee plant. 

The following shows the basic rate components, the adjustments which are 
required, and the rates currently applicable to power for AEC from TVA’s 
Shawnee plant. 


Demand charge per kilowatt per month: Per kilowatt 
Basic charge 
Adjustment for ENR building cost index increase 


Total demand charge 
7 ev charge - It we p ie « Mills per 
Energy charge per kilowatt-hour of energy: Bitehtiheue 
Basic charge_— 
Adjustment for BLS utility wage index increase 


Total energy charge : *2. 09 


1 No adjustment is required to reflect change in cost of coal; the basic charge was predi- 
cated on a fuel cost of 17.5 cents per million B. t. u. and the actual cost was 17.48 cents 
per million B. t. u. 

The application of these rates has resulted in an average cost to AEC for 
power from the four Shawnee units of 3.65 mills per kilowatt-hour for the 
period January 8 through April 30, 1954. 

As you know our agreement with AEC contemplates the ultimate normal 
supply of a total of 1,205,000 kilowatts. Allowing for further changes which 
have occurred in the building cost index, it appears that the demand charge 
will probably increase to about $1.14 per kilowatt per month when the ultimate 
supply becomes available. On the other hand, our latest experience in coal 
procurement indicates that with present mine wage scales, fuel costs at Shawnee 
will fall to about 15.5 cents per million B. t. u. We, therefore, estimate that 
for comparative purposes, AEC’s cost for normal power (98 percent load factor) 
from TVA’s Shawnee plant will approximate 3.49 mills per kilowatt-hour. 

In addition to normal power from Shawnee, TVA has been furnishing addi- 
tional temporary power supply from higher cost sources. Requirements for 
temporary supply are expected to continue until we can complete new facilities 
to provide the ultimate supply. AEC’s need for this high cost temporary power 
arises because it is possible to build power-consuming facilities more quickly 
than generating facilities to supply their needs. We have not attempted to 
describe the arrangements for this temporary supply since your inquiry was 
directed toward power from Shawnee. However, if you would like additional 
information we will be glad to provide it. 

Very truly yours, 
G. O. WESSENAUER, 
Manager of Power. 


SeEcuURITIES AND EXCHANGE COMMISSION, 
Washington, D. C., June 21, 1954. 
Hon. Cuet HOo.irre.p, 
House of Representatives, Washington, D. C. 
Dear Mr. Horirretp: In response to your telephone request this morning, 
I am sending herewith a copy of each of the following: 
1. Memorandum opinion dated January 15, 1951, in connection with Electric 
Energy, Inc. 
2. Memorandum opinion and order dated November 7, 1952, in connection with 
Ohio Valley Electric Corp. 
Sincerely yours, 
Rate H. DemMier, Chairman. 
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SECURITIES AND EXCHANGE COMMISSION 
Washington, D. C.—January 15, 1951 
Hoitpine Company Act or 1935, RELEASE No. 10340 


In the Matter of CENTRAL ILLINOIS PUBLIC SERVICE COMPANY, ILLI- 
NOIS POWER COMPANY, KENTUCKY UTILITIES COMPANY, MIDDLE 
SOUTH UTILITIES, INC., UNION ELECTRIC COMPANY OF MISSOURI 


File No. 70-2540 
(Public Utility Holding Company Act of 1935) 
MEMORANDUM OPINION 


Central Illinois Public Service Company (‘Central’), Illinois Power Company 
(“Illinois”), Kentucky Utilities Company (“Kentucky”), Middle South Util- 
ities, Inc. (“Middle South”), and Union Electric Company of Missouri (“Union”), 
have filed a joint application, pursuant to the Public Utility Holding Company 
Act of 1935 (the “Act”), seeking permission to acquire, in the proportions here- 
inafter described, all the shares of the common stock of Electric Energy, Inc. 
(“Electric Energy”), an Illinois corporation which the applicants have caused 
to be organized as a public utility company.’ Central, Illinois, and Kentucky 
have also requested that we find them not to be holding companies with respect 
to Electric Energy. 

It is proposed that Electric Energy will construct and operate a 500,000-KW 
electric-generating station and related transmission lines to supply, in part, the 
electric energy requirements of a project of the Atomic Energy Commission 
(“AEC”) to be located in Paducah, Kentucky. Pending this construction, the 
applicants wil furnish power to AEC from available sources on an interim basis. 
We are informed that the Paducah project of AEC, which will be dependent upon 
the facilities of Electric Energy for a material portion of its power supply, is 
a matter of the greatest imports ince to the national defense program. 

The instant application is unique in the history of the Act. While it covers 
a private venture being privately financed, its purpose is the cooperative building 
for a defense power project dedicated to serve a vital atomic energy installation 
of the United States Government. 

Speed is of the essence. We have held no hearings and have created no 
formal record, other than the data contained in the application itself, as a basis 
for our interim order of approval. The statutes we administer are flexible 
enough and our philosophy of administration is sufficiently enlightened to permit 
us to handle first things first. Our first problem today is the speedy building 
of national defense. Projects such as Electric Energy are not “business as 
usual,” and merit postponement of “regulation as usual’ until the more normal 
times which should follow the current emergency. Accordingly, we have expe- 
dited this proceeding and have shelved for the present certain of the problems 
the application raises. 

The applicants propose to acquire from Electric Energy 35,000 shares of $100 
par value common stock at par, for an aggregate cash consideration of $3,500,000. 
The shares will be divided among the applicants in the following respective 
amounts: Central, 7,000 shares; Illinois, 7,000 shares; Kentucky, 3,500 shares; 
Middle South, 3,500 shares; and Union, 14,000 shares. The applicants estimate 
that the facilities of Electric Energy will cost approximately $70,000,000. The 
balance of $66,500,000 will be borrowed from two institutional investors. 

The applicants have entered into an arrangement with AKC, to be formalized 
by contract, pursuant to which Electric Energy will furnish the firm capacity 
of the proposed station, estimated at 427,500 KW,’ to the Paducah project. This 

1 Central, Illinois, Kentucky, and Union are public-utility companies. Illinois, Kentucky, 
and Union are also registered holding companies as is Middle South. Union is a sub- 
sidiary of The North American Company, a registered holding company. Illinois and Ken- 
tucky are exempt from all the provisions of the Act other than Section 9 (a) (2). Illinois 
is exempt by reason of having filed a statement on Form U-3A-2 pursuant to Rule U-2 
promulgated under the Act, and Kentucky is exempt by virtue of an order of the Commis- 
oon entered pursuant to Section 3 (a) (2) of the Act. Kentucky Utilities Company, — 

EB. C. — (1949), Holding Company Act Release No. 9017. 

© on borrowing will be the subject of a further application to be filed with this 
Commission. 

*The proposed station will include four generating units, each with a rated capacity of 


125,000 KW., and with an estimated output of 142,500 KW. The output of one unit is 
considered as reserve power. 
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contract will run for a period of 25 years, and will be terminable by AEC at 
any time during that period upon one year’s notice and the payment by AEC 
of an amount equal to 28% of the cost of all facilities pius certain taxes payable 
by Electric Energy, less a credit to be computed in accordance with the contract 
to AEC for retirement of debt. 

The arrangement with AEC contemplates that the applicants will utilize any 
available power not required by AEC. The applicants have agreed among 
themselves to purchase and pay for this power in the same proportions that 
they have subscribed for the stock of Electric Energy. The rates to be charged 
by Electric Energy are intended to produce revenues sufficient to provide for 
operating expenses, interest at 3% per annum on its debt and a return of approxi- 
mately 8% on its common stock equity. The debt will be amortized over a 25- 
year period. 

It is contemplated that certain transmission facilities will be constructed so 
that the electric utility systems of all of the applicants will be connected, directly 
or indirectly, with the generating station to be constructed by Electric Energy. 
Direct interconnections exist among the electric systems of Union, Illinois, and 
Central; between Kentucky and Central; and between Middle South and the 
Tennessee Valley Authority which in turn directly interconnects with Kentucky. 
The generating station of Electric Energy will be constructed on the Illinois 
side of the Ohio River near Paducah and will be at a site within 100 miles from 
the southernmost points of the Union, Central, and Illinois electric systems, 
contiguous to the western end of the Kentucky system, and approximately 175 
miles distant from the northern end of the Middle South system. 

We may not permit an acquisition of securities under Section 10 of the Act 
if we find, inter alia, that there will be a concentration of control of public 
utility companies detrimental to the public interest or the interests of investors 
and consumers; that the consideration is not reasonable; or that the acquisition 
will unduly complicate the capital structure of the holding-company system of 
the applicant. Affirmatively, we must find that the acquisition is not detri- 
mental to the carrying out of the provisions of Section 11 and that it tends 
toward the economical and efficient development of an integrated public utility 
system as defined in Section 2 (a) (29) of the Act.* 

The applicants concede that under the standards of Section 10 of the Act the 
facilities of Electric Energy “may not in the long run be kept in the systems 
of all the applicant companies.” They contend, however, that these facilities 
clearly can belong in the system of one or more of them and suggest that final 
determination of which companies should retain their interests in Electric 
Energy should be made after the impact of the defense program on their respec- 
tive systems is known and aftexthe present emergency has passed. 

From the record and our administrative knowledge of the operations of these 
companies, we agree that at least one and perhaps more of the applicants can 
meet the acquisition standards of Section 10, but we do not have before us an 
adequate record to make conclusive statutory findings as to which of the appli- 
cants can retain their interests in accordance with the Act. Considering the 
novel problems raised by the number and geographic location of the applicants, 
the proof necessary to support such a determination, if required at this time, 
would necessarily involve comprehensive evidence and extensive hearings. Under 
normal circumstances we would require such proof before acting upon an appli- 
cation of this character. However, we recognize that the exigencies of national 
defense preclude the delays inherent in making a record of that nature, and 
necessitate adjustment of the administrative process to permit construction of 
these vital facilities with the utmost dispatch. 

While the emergency situation warrants postponing at this time our definitive 
consideration of the above integration problem, that alone would not be sufficient 
to justify the creation of a capital structure of Electric Energy so obviously at 
variance with the normal standards of prudent finance. In this case, however, 
the initial capital structure need not prevent our approval of the proposed acqui- 
sitions in view of the contract to be entered into with AEC. The crucial elements 
of that contract are the government guarantee, in effect, of interest and amortiza- 
tion on Electric Energy’s debt so long as the contract is in operation, and the 
assurance that in the event of cancellation of the contract a material improve- 





4 We need not pass upon the oe acquisition by Central since it is neither a holding 
company, nor an affiliate of a public utility company as defined in Section 2 (a) (11) (a) 
of = oa Our order herein will dismiss Central's application with respect to its proposed 
acquisition. 
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ment in the common stock equity of Electric Energy would have been achieved 
or would necessarily follow. 

While for the foregoing reasons it is our view that within the framework of 
the statute and our own precedents it is appropriate to permit immediately the 
proposed acquisitions of the Electric Energy stock pending our definitive resolu- 
tion of the issues involved, it is necessary that our order be so conditioned as to 
provide for a reexamination of this application at a more appropriate time. 
Such a condition will require them to demonstrate compliance with the appli- 
cable statutory standards upon notice given by the Commission. In the event 
that any of the applicants cannot make a showing at that time justifying the 
acquisition and retention of the securities of Electric Energy, such applicant or 
applicants will be required by the condition to dispose of its or their holdings 
in a manner deemed appropriate by this Commission. 

As previously noted, Central, Illinois, and Kentucky have also applied, pur- 
suant to Section 2 (a) (7) of the Act, for an order declaring them not to be 
holding companies with respect to Electric Energy. We need not pass upon 
that portion of the application at this time. Under the provisions of Section 2 
(a) (7), the filing of an application, in good faith, by a company not a registered 
holding company, automatically exempts such company from any obligation, 
duty, or liability imposed by the Act upon a holding company until its application 
has been acted upon. Accordingly, Central will be exempt until we act upon its 
application. Insofar as Illinois and Kentucky are concerned, since those com- 
panies are registered holding companies they are not entitled to automatic 
exemptions under Section 2 (a) (7). However, as heretofore pointed out, these 
companies presently are exempt from all of the provisions of the Act except 
Section 9 (a) (2). We shall therefore postpone consideration of the portion 
of the application which requests an order that Central, Lliinois, and Kentucky 
are not holding companies, with respect to Electric Energy, until such time as the 
further proceedings contemplated herein are had. 

By the Commission (Chairman McDonald, Vice Chairman Cook, and Commis- 
sioners McEntire, Rowen, and McCormick). 


[SEAL] OrvaL L. DuBois, Secretary. 


UNITED STATES OF AMERICA 
BEFORE THE SECURITIES AND EXCHANGE COMMISSION 


At a regular session of the Securities and Exchange Commission, held at its 
office in the city of Washington, D, C., on the 15th day of January A. D. 1951 


In the Matter of Central Illinois Public Service Company, Illinois Power Com- 
pany, Kentucky Utilities Company, Middle South Utilities, Inc., Union Electric 
Company of Missouri 


File No. 70—2540 
(Public Utility Holding Company Act of 1935) 
INTERIM ORDER GRANTING APPLICATION PURSUANT TO RULE U-23 


Central Illinois Public Service Company (“Central”), a public utility com- 
pany, Illinois Power Company (“Illinois”), a registered holding company and a 
public utility company, Kentucky Utilities Company (“Kentucky’’), a registered 
holding company and a public utility company, Middle South Utilities, Inc. (“Mid 
dle South”), a registered holding company, and Union Electric Company of Mis- 
souri (“Union”), a registered holding company and a public utility subsidiary 
of The North American Company, also a registered holding company, have filed 
a joint application with amendments thereto, pursuant to Sections 9 (a) and 
10 of the Public Utility Holding Company Act of 1935 (“Act’’), regarding the 
acquisition of 35,000 shares of the common stock of Electric Energy, Inc. (“Elee- 
tric Energy”), an Illinois corporation which the applicants have caused to be 
organized as a public utility company for the purpose of supplying, in part, the 
electric energy requirements of a project to be constructed by the Atomie Energy 
Commission. 

The aggregate cash consideration for said shares is to be $3,500,000 and said 
shares will be divided among the applicants in the following respective amounts: 
Central, 7,000 shares; Illinois, 7,000 shares; Kentucky, 3,500 shares; Middle 
South, 3,500 shares; and Union, 14,000 shares. 


5 See footnote 1. 
48184—54—-pt. 2-88 
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Central, Illinois, and Kentucky have also applied, pursuant to Section 2 (a) 
(7) of the Act, for an order declaring them not to be holding companies with 
respect to Electric Bnergy. 

Said joint application, as amended, having been duly filed and notice of said 
filing having been duly given in the form and manner prescribed by Rule U-23 
promulgated pursuant to said Act and the Commission not having received a 
request for hearing with respect to said joint application, as amended, within 
the period specified in said notice, or otherwise, and not having ordered a hearing 
thereon; and 

The Commission having considered the record in the matter and having filed 
this day its Memorandum Opinion herein and subject to the conditions and 
reservations of jurisdiction hereinafter set forth: 

IT IS ORDERED pursuant to Rule U-23 and said Memorandum Opinion that the 
joint application, as amended, pursuant to Sections 9 and 10 of the Act be and it 
is hereby granted, as to all applicants other than Central, and dismissed as to 
Central, all subject to the conditions contained in Rule U-24 and to the following 
additional terms and conditions: 

(A) That this order and the findings supporting it are made in the light of 
the present urgent problems of national defense which gave rise to the applica- 
tion; that the Commission therefore reserves jurisdiction to reopen these pro- 
ceedings upon notice to the applicants and to reexamine its findings under Section 
10 when in its opinion such reexamination shall be appropriate; and that this 
order is without prejudice to any order which may be entered upon such reex- 
amination ; 

(B) That upon the giving of such notice the applicants shall amend their 
joint application so as to bring before the Commission the facts as they then 
exist ; that in such reopened proceedings the applicants shall not make any argu- 
ment to the effect that the Commission, by making findings in the present set- 
ting of urgent demands of national defense, has decided the issues under Section 
10 which may be presented in the reopened proceedings, but will nevertheless 
be free to present evidence and to make arguments with respect to the facts as 
they then exist; and that if the Commission after such further proceedings 
shall order any one or more of the applicants to dispose of its or their stock of 
Electric Energy, such applicant or applicants will proceed forthwith to take 
such steps aS may be appropriate to dispose of its or their holdings of common 
stock of Electric Energy within such time and in such manner as shall be pro- 
vided in the final order of the Commission, without prejudice to its or their right 
to seek review of such order. 

Ir IS FURTHER ORDERED that jurisdiction be and it is hereby reserved to con- 
sider the applications of Central, Illinois, and Kentucky pursuant to Section 2 
(a) (7) of the Act. 

By the Commission. 

[SEAL] OrvaL L. DuBots, Secretary. 


[Holding Company Act Release No, 11578] 
SECURITIES AND EXCHANGE COMMISSION 
Washington, D. C.—November 7, 1952 


In the Matter of Ohio Valley Electric Corporation, Indiana-Kentucky Electric 
Corporation, American Gas and Electric Company, the Cincinnati Gas & Electric 
Company, Kentucky Utilities Company, Louisville Gas and Electric Company, 
Ohio Edison Company, The West Penn Electric Company, American Gas and 
Plectrie Service Corporation 


(File No. 70—-2945) 
(Public Utility Holding Company Act of 1935) 


FINDINGS AND OPINION OF THE COMMISSION APPROVING PROPOSAL FOR FINANCING 
OF NEW OPERATING COMPANIES AND RELATED TRANSACTIONS 
PUBLIC INTEREST 


Interests of National Defense 


A program was submitted to the Commission involving the financing of two 
new operating utility companies, and the ownership of their stock by various 
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holding companies and existing utility operating companies, under which the 
new companies wvuld furnish large amounts of electric energy for a new atomic 
energy plant, pursuant to an agreement with the Atomic Energy Commission. 
In approving the proposed transactions, subject to certain reservations of juris- 
diction, held that the interests of national defense must be given great weight in 
applying the statutory standard of the public interest as set forth in the Public 
Utility Holding Company Act of 1935. 
ACQUISITION OF SECURITIES 

Acquisition by holding companies of securities of new operating company 

Where a new company was organized for the purpose of providing power for 
an atomic energy installation, pursuant to an arrangement between three regis- 
tered holding companies, three utility companies which are also holding com- 
panies exempt from certain provisions of the act, and four publie utility com- 
panies, each of which would acquire stock in the new company, held, that the 
acquisitions subject to Section 10 of the Public Utility Holding Company Act of 
1935 should be permitted, the Commission reserving jurisdiction to reopen the 
proceedings and to reexamine its findings under that Section at an appropriate 
time. 


ISSUE AND SALE OF SECURITIES 


Issue and sale of common stock by subsidiary of registered holding companies 

Issue and sale of shares of common stock by new operating utility company, 
formed to furnish power for a new atomic-energy installation, under arrangement 
where common stock would constitute approximately 5% of new capital structure, 
the remaining capital to be supplied from the sale of debt securities as to which 
approval was not yet sought, permitted, under all of the circumstances, including 
particularly the importance of the project from the standpoint of the national 
interest, and in the light of the provisions of the contract between the company 
and the Government, the Commission reserving jurisdiction to pass upon the 
definitive terms of the debt securities when and as presented. 


SERVICE CORPORATION 


Extension of servicing arrangements 

Where a subsidiary service corporation in a registered holding company sys- 
tem, presently servicing subsidiaries of that system, proposes to perform services 
for new subsidiary operating companies organized to supply electric energy to 
a new atomic energy installation, which companies would also be subsidiaries of 
several other registered holding companies, held, that the proposed extension of 
servicing arrangements should be permitted, subject to the Commission’s con- 
tinuing jurisdiction under Section 13 of the Act. 


APPEARANCES 


Charles V. Graham and Richard M. Dicke, of Simpson Thacher & Bartlett, for 
Ohio Valley Electric Corporation and American Gas and Electric Company. 

Oliver B. Merrill, of Sullivan & Cromwell, for The West Penn Electric Company. 

Hayden N. Smith, of Winthrop, Stimson, Putnam & Roberts, for Ohio Edison 
Company. 

Paul 8. Davis, for the Division of Public Utilities of the Commission. 

This proceeding presents for our consideration one of the largest and most 
significant developments in the public-utility industry. The Atomic Energy 
Commission is constructing a new gaseous-diffusion plant a few miles north of 
Portsmouth, Ohio. The annual energy requirements of the new project are 
estimated at approximately 15 billion kilowatt-hours, the largest amount of 
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power required by or supplied to any single plant in the world. The Atomic 
Energy plant will operate continuously and will require approximately 1,800,000 
kilowatts of firm power at a load factor of approximately 95 percent. The 
tremendous amount of electric energy required for this project may be appre- 
ciated by noting that the electric energy requirements exceed by 25 percent the 
total amount of energy used by the city of greater New York, with a population 
of approximately 8,000,000. 

The requirements of national defense necessitate that the new Atomic Energy 
project be completed and in operation as expeditiously as possible. As the 
project is completed, increasing amounts of electric power will be used. For 
this purpose, the Atomic Energy Commission will need a supply of interim 
power, to be obtained from existing facilities, until such time as new generation 
is available. The total power requirements including such interim power, are 
estimated at 16,100 kilowatts on July 1, 1953, 27,000 kilowatts on July 1, 1954, 
723,000 kilowatts on July 1, 1955, 1,174,000 kilowatts on December 1, 1955, and 
increasing amounts until the full requirements of 1,800,000 kilowatts are 
supplied on and after November 1, 1956. 

The electric energy requirements for this project far exceed the normal 
capabilities of any single presently operating public utility company. To do the 
job, the Atomic Energy Commission invited proposals from a group of public 
utility companies which serve the Ohio Valley area and the general area of the 
country surrounding the location of the new project. After extensive studies, 
discussions and negotiations, a proposal was submitted to the Atomic Energy 
Commission by fifteen operating utility companies. It is stated that the electric 
system of each of these companies is already directly or indirectly intercon- 
nected with the system of every other company in the group, and that additional 
interconnections are feasible. The Atomic Energy Commission accepted the 
proposal of such companies, and those financial aspects of the proposed trans- 
actions subject to our jurisdiction are now before us for consideration. 

Economical and efficient generation of electric energy on a large scale requires, 
where hydro facilities are not available, location close to available fuel sources. 
In addition, a large generating station requires substantial amounts of water 
for condensing and cooling. With these needs in mind, and considering also the 
presently existing generating and transmission facilities in the Ohio valley 
area, it was determined to build two new generating stations, one on the Ohio 
River, at some point between Portsmouth and Marietta, Ohio, and the other in 
southeastern Indiana, on the Ohio River at some point between New Albany 
and Lawrenceburg, Indiana. The Ohio generating station would have five turbo- 
generators, each with an expected capability of 200,000 kilowatts, or a total of 
1,000,000 kilowatts; the Indiana generating station would consist of six turbo- 
generators of the same size, or a total of 1,200,000 kilowatts, making a total for 
both stations of 2,200,000 kilowatts. The two generating stations would be con- 
nected with the Atomic Energy plant and with certain existing facilities of the 
sponsoring companies by 330,000 volt transmission lines. 

The principal corporate instrument for supplying the electric energy require- 
ments for the new project is the Ohio Valley Electric Corporation, a new public 
utility company organized under the laws of Ohio. Ohio Valley Electric Corpora- 
tion (“Ohio Valley”) would own the generating station in southeastern Ohio, the 
bulk of the transmission lines, and would own all of the capital stock of another 
new company, Indiana-Kentucky Electric Corporation (“Indiana-Kentucky” ). 
Indiana-Kentucky in turn would own the generating station and other facilities 
within the State of Indiana. 

The common stock of Ohio Valley would be owned by the operating companies, 
or holding companies controlling such operating companies, comprising the spon- 
soring group of companies. The sponsoring companies, under the power contract, 
undertake to supply interim power to the Atomic Energy project pending con- 
struction and completion of the new generating facilities. In addition, the snon- 
soring companies will supply supplemental power required by the Atomic Energy 
project after completion of the new generating facilities and will use any surplus 
power available from the new facilities and not required by the new Atomic 
Energy project. 

The names of the holding companies and operating companies comprising the 
sponsoring group, together with the percentages of ownership of the stock of 
Ohio Valley and the percentages of participation for power supply and utiliza- 
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tion purposes, are as follows (showing in each case subsidiaries of holding com- 
panies after and indented from their respective parent companies) : 








Equity par Power par- 

lame , anv ticipation ticipation 

Name of company ratio (per- ratio per- 

cent cent) 
American Gas & Electric Co. (‘American Gas’’) - - --_-- = 37.8 

Appalachian Electric Power Co. (‘‘Appalachian’’) -.. : 15.2 
Indiana & Michigan Electric Co. (“Indiana & Michigan’’) : 7.6 
The Ohio Power Co. (“Ohio Power’’) 15.0 


The Cincinnati Gas & Electric Co. (‘‘Cincinnati’’) } 0 
Columbus and Southern Ohio Electric Co. (‘“‘Columbus’’) --- $ 
The Dayton Power & Light Co. (‘‘Dayton’’).. ae 4. ¢ 
Kentucky Utilities Co. (“‘Kentucky’’) -_- 2 
Louisville Gas & Electric Co. (‘‘Louisville’’) ie 7.( 
Ohio Edison Co. (“‘Ohio Edison’’)._- 16.5 l 
Pennsylvania Power Co. (‘Pennsylvania’) . 
Southern Indiana Gas and Electric Co. (‘“‘Southern Indiana’’). 1.5 
The Toledo Edison Co. (*“Toledo’’) i 4.0 
The West Penn Electric Co. (‘West Penn Electric’’)_.- Py a 12.5 
Monongahela Power Co. (‘‘Monongahela”’ 
The Potomac Edison Co. (‘‘Potomac’’) -_- 
West Penn Power Co. (‘West Penn Power” 


uv 
0 


0 


are he Ibe eC 


0 


0 
-0 
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Of the foregoing companies, American Gas, West Penn Electric and Ohio 
Edison are registered holding companies; Cincinnati, Kentucky and Louisville 
are public utility companies and holding companies presently exempt from 
certain provisions of the Act,’ and Columbus, Dayton, Southern Indiana and 
Toledo are operating public utility companies not subsidiaries of any holding 
companies. 

The cost of the electric facilities proposed to be constructed by Ohio Valley 
and its subsidiary is estimated to be between $370,000,000 and $440,000,000. 
The agreement with the Atomic Energy Commission provides that approxi- 
mately 95 percent of the funds be secured by the sale by Ohio Valley of debt 
securities and that the equity capital be limited to the remaining 5 percent, 
or approximately $20,000,000. The proposed equity securities to be issued by 
Ohio Valley will consist of not to exceed 200,000 shares of common stock, having 
a par value of $100 per share. This stock will be sold at par to the partici- 
pating companies in the ratios set forth above. Of this common stock, Ohio 
Valley proposes to issue 40,000 shares initially, of which the proceeds will be 
used to proceed with the acquisition of land and land rights and with excava- 
tion and preliminary construction operations. The remaining shares of common 
stock will be issued from time to time, prior to January 1, 1957, as required 
in connection with the construction program. Indiana-Kentucky will issue not 
in excess of 100,000 shares of its common stock, without par value, which will 
be acquired by Ohio Valley at a price of $200 per share prior to January 1, 
1957, as funds are required. 

The debt securities included in the program will be sold by Ohio Valley to 
institutional investors and banks, subject to our authorization. It is contem- 
plated that six-sevenths of the proposed new debt securities will consist of 
first mortgages and collateral trust bonds, which will be secured by a first lien 
on the properties of Ohio Valley and will also indirectly, through a collaterali- 
zation arrangement, constitute a lien on the properties of Indiana-Kentucky. 
The remaining debt will consist of unsecured notes having serial maturities. 
The bonds will be issued to insurance companies and the unsecured notes to 
banks. The definitive terms of the debt securities, which have not yet been 
determined, will be set forth in the application to be filed at an appropriate 
time with the Commission. However, it appears that as presently contem- 
plated the secured debt will have an ultimate 25-year maturity, subject to 
semiannual retirements through a sinking fund, and the unsecured notes will 
have serial maturities extending over a ten-year period. It is expected that 





1 Cincinnati is exempt as a holding company by virtue of having filed a statement with 
the Commission pursuant to Rule U-2 claiming exemption from the provisions of the Act. 
Kentucky and Louisville were granted exemptions as holding companies pursuant to Sec- 
tion 3 (a) (2), of the Act by orders of the Commission. Kentucky Utilities Company, 
Holding Company Act Release No. 9017 (April 19, 1949); Lowisville Gas and Electrio 
Company, 1 S. EB. C. 5389 (1936). 





































1150 AMEND ATOMIC ENERGY ACT OF 1946 


the interest rate on the bonds will be 3% percent, and on the notes 4 percent. 
As presently anticipated, by operation of the sinking fund and the serial ma- 
turities, all debt will be ultimately retired within a twenty-five year period, by 
equal annual payments covering interest and principal retirements. 

A power agreement has been entered into between the Atomic Energy Com-- 
mission and Ohio Valley providing for the construction and operation by Ohio 
Valley of the necessary facilities and the supply of the power requirements of 
the Atomic Energy plant. The agreement is for a twenty-five year period, 
subject to prior termination and to extension under certain conditions. The 
basic rate payable by the Government for the power is calculated so that the 
Government will pay approximately 97 percent of the entire cost of operation, 
including interest, amortization of debt capital, income and other taxes, plus 
a return of 8 percent on equity capital actually invested. Provisions are made 
for termination of the power agreement by the Atomic Energy Commission 
at any time. In the event of termination after the commencement of full 
operation of all the generating units to be constructed, Ohio Valley will be 
entitled to receive from the Atomic Bnergy Commission cancellation charges 
designed to cover the fixed costs and fixed operating expenses for a specified 
period of time. If the agreement is terminated prior to full operation, Ohio 
Valley will be entitled to reimbursement of all expenditures made and costs 
of cancellation of commitments with respect to facilities not to be completed 
and, with respect to facilities to be completed, to receive during a two-year 
period after notice of termination the fixed costs and fixed operating expenses 
applicable to facilities then in commercial operation and, at the expiration of 
the two-year period, cancellation charges equal to the sum of (1) an amount 
designed to meet fixed costs and fixed operating expenses for a specified period 
thereafter and (2) an amount designed to give effect to extraordinary con- 
struction expenditures encountered by virtue of the completion of only a portion 
of the total facilities.” 

There will also be a contractual arrangement hetween Ohio Valley and the 
operating companies comprising the sponsoring group which will provide for 
the supply by the sponsoring companies of interim and supplemental power to 
Ohio Valley for resale to the Atomic Energy Commission and the purchase by 
the sponsoring companies of power not required by the Atomic Energy Commis- 
sion, including power available because of termination, on the same terms as 
the power purchased from Ohio Valley by the Atomie Energy Commission. 

Our functions in this matter are limited to those matters affecting registered 
holding companies, certain other holding companies, and subsidiary companies 
of registered holding companies, as to which jurisdiction is conferred on us by 
Congress in the Public Utility Holding Comnany Act of 1985. We do not in any 
sense pass upon the activities of the Atomic Energy Commission, a coordinate 
agency of the Federal Government. In performing our statutory functions under 
this act, however, we are expressly required to consider the “public interest,” and 
in doing so, we, of course, give paramount weicht to the needs of national defense. 

The present proceeding was instituted by the filing of an application-declaration 
by nine companies. The three registered holding company applicants (Ameri- 
ean Gas, West Penn Electric and Ohio Edison), and the three other holding 
company applicants (Cincinnati, Kentucky, and Louisville) have applied for 
approval of their respective acquisitions of Ohio Valley common stock, and Ohio 
Valley has applied for approval of its proposed acquisition of Indiana-Kentucky 
common stock. Approval of these acquisitions is sought under Section 9 (a) 
of the Act, which requires that acquisitions meet the standards of Section 10. 
The acquisitions by the three registered holding companies and by Ohic Valley 
are subject to the requirements of section 9 (a) (1), dealing with acquisitions 
by registered holding companies and their subsidiaries. The acquisitions by 
Cincinnati and Louisville, are subject to the requirements of Section 9 (a) (2), 
which regulates acquisitions by any company or person of over 5 percent of the 
stock of a public utility company, in situations where an affiliated relationship 





*Under the terms of the Supplemental Appropriation Act of 1953, the Atomic Energy 
Commission is limited in the total amount of cancellation charges which it may authorize, 
to a maximum of $57.000,000, of which that Commission has allocated $40.000.000 to this 
particular contract. The Atomic Energy Commission has represented that it will seek 
Congressional authority to modify this provision for future years. in order to enable that 
Commission to undertake an obligation for the more comprehensive termination arrange- 
ments which are provided for in the contract subject to such Congressional authority. 
Unless that legislation is secured, the present contract will be terminated. 
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exists or will exist with such company and another public utility or holding com- 
pany. Kentucky has also requested approval of its proposed acquisition of Ohio 
Valley stock, pursuant to Rule U-100 (b) and Section 9 (a) (1) of the Act. 

Of the remaining sponsoring companies, Appalachian, Indiana & Michigan, 
and Ohio Power are subsidiaries of American Gas; Monongahela, Potomac and 
West Penn Power are subsidiaries of West Penn Electric; and Pennsylvania 
is a subsidiary of Ohio Edison. None of these subsidiaries are acquiring securi- 
ties of Ohio Valley. The other sponsoring companies (Columbus, Dayton, South- 
ern Indiana and Toledo) are public utility operating companies, not subsidiaries 
of any holding company. Since none of the latter four companies are acquiring 
as much as 5 percent of the stock of Ohio Valley, their respective acquisitions 
are not subject to our approval. 

The two new companies, Ohio Valley and Indiana-Kentucky, will, by virtue 
of the proposed transactions, become subsidiaries of each of the three registered 
holding company applicants, American Gas, West Penn Electric and Ohio Edison.” 
Ohio Valley and Indiana-Kentucky propose to issue new securities, and approval 
is sought at this time of the issuance of comman stock. As indicated above, the 
proposed debt securities will be the subject of a further application. The issu- 
ance of these securities must meet the applicable standards of Sections 6 and 7 
of the Act. 

The remaining applicant, American Gas and Electric Service Corporation 
(“Service Corporation”) is a service company subsidiary of American Gas. It 
seeks approval of the proposed arrangements under which it will render services 
to Ohio Valley and Indiana-Kentucky, in accordance with our jurisdiction under 
Section 13 of the Act. 

During the course of negotiations between the sponsoring companies and the 
Atomic Energy Commission, certain aspects of the matter were presented to us 
informally. Without in any way passing upon matters not then formally before 
us, we made such suggestions as might be helpful, and among other things, 
directed attention to the provisions of the second sentence of 11 (b) (2) of 
the Act, the so-called great-grandfather clause. This clause forbids the per- 
manent existence in a holding company system of more than three layers 
of companies. Under the original proposals, all of the sponsoring operating 
companies, including those which are themselves subsidiary companies of reg 
istered holding companies, would have owned directly stock of Ohio Valley. 
In the light of these informal conversations the program was modified to provide 
that as to such subsidiaries the Ohio Valley stock would be owned directly by 
the respective parent registered holding companies. As a result, the structures 
of the respective registered holding company systems will each be limited to 
three layers of companies, and there will be no violation of the great-grand- 
father clause. 

Upon the signing of the definitive contract between the Atomic Energy Com- 
mission and Ohio Valley, which took place on October 15, 1952, the present appli- 
cation-declaration was filed with us, and on October 17, 1952, we issued our 
Notice of Filing and Order for Hearing giving public notice of the proposed 
transactions. Because of the major importance of this undertaking and its 
possible effect on many thousands of investors and consumers, we directed that 
a public hearing be held so that all pertinent facts might be explored and to 
permit any interested persons to appear and present evidence or argument. 
Pursuant to such notice, a hearing was duly held before one of our hearing officers 
on October 27, 1952. At the hearing, representatives of the applicant companies 
testified in detail concerning the proposed transactions. No representatives of 
interested investors or consumers appeared in opposition to the proposals. Rep 
resentatives of the companies urged that we act as promptly as possible in order 
that Ohio Valley might immediately obtain funds to proceed with excavation 
and preliminary construction. 

We consider first the proposed acquisition of securities under the standards of 
Section 10 of the Act. The problems under Section 10 are similar to those 


* Ohio Valley will become a holding company as defined in section 2 (a) (7) of the act 
at such time as Indiana-Kentucky becomes a public utility company. Ohio Valley has, 
pursuant to rule U-2, filed a statement claiming exemption as a holding company on 
Form U-3A-2. The claim for exemption is based upon the provisions of section 3 (a) (2) 
of the act permitting exemptions (subject to certain conditions) for any holding company 
which is “predominantly a public utility company whose operations as such do not extend 
beyond the State in which it is organized and States contiguous thereto.” We express 
no opinion at this time as to whether Ohio Valley is entitled to such exemption and observe 
that any questions relating thereto may be determined in the future, pursuant to appropriate 
notice under rule U-6 or otherwise. 





1152 AMEND ATOMIC ENERGY ACT OF 1946 


presented in connection with the project involving Electric Energy, Inc., a 
corporation formed for the purpose of supplying the electric energy requirements 
of an atomic energy plant at Paducah, Kentucky.* In our Opinion in that 
case, we summarized the applicable statutory standards as follows (Holding 
Company Act Release No. 10340, page 3) : ; 

“We may not permit an acquisition of securities under Section 10 of the Act 
if we find, inter alia, that there will be a concentration of control of public utility 
companies detrimental to the public interest or the interests of investors and 
consumers; that the consideration is not reasonable; or that the acquisition 
will unduly complicate the capital structure of the holding company system of 
the applicant. Affirmatively, we must find that the acquisition is not detri- 
mental to the carrying out of the provisions of Section 11 and that it tends 
toward the economical and efficient development of an integrated public utility 
system as defined in Section 2 (a) (29) of the Act.” 

In considering the application of these standards, we went on to state in the 
same Opinion: 

“The applicants concede that under the standards of Section 10 of the Act 
the facilities of Electric Energy ‘may not in the long run be kept in the systems 
of all the applicant companies.’ They contend, however, that these facilities 
clearly can belong in the system of one or more of them and suggest that final 
determination of which companies should retain their interests in Electric Energy 
should be made after the impact of the defense program on their respective 
systems is known and after the present emergency has passed. 

“From the record and our administrative knowledge of the operations of these 
companies, we agree that at least one and perhaps more of the applicants can 
meet the acquisition standards of Section 10, but we do not have before us an 
adequate record to make conclusive statutory findings as to which of the appli- 
cants can retain their interests in accordance with the Act. Considering the 
novel problems raised by the number and geographic location of the applicants, 
the proof necessary to support such a determination, if required at this time, 
would necessarily involve comprehensive evidence and extensive hearings. 
Under normal circumstances we would require such proof before acting upon an 
application of this character. However, we recognize that the exigencies of 
national defense preclude the delays inherent in making a record of that nature, 
and necessitate adjustment of the administrative process to permit construction 
of these vital facilities with the utmost dispatch.” 

As in the Electric Energy, Inc., case, we have concluded that, in the situation 
presented in the present case, it is appropriate, within the framework of the 
statute and our own precedents, to permit at this time the proposed acquisitions 
of the Ohio Valley stock without a definitive resolution of the issues involved 
under Section 10. For this purpose, however, we will, as in the Blectric Energy, 
Inc., case, So condition our 6rder as to provide for a reexamination of the applica- 
tion at a more appropriate time. In connection with such reexamination, the 
applicants will, of course, be required to demonstrate compliance with the appli- 
eable statutory standards upon notice given by the Commission. At such time, 
in the event that any of the applicants cannot make such a showing as to justify 
acquisition and retention of the Ohio Valley securities, the effect of our order 
will be to require the disposition by such applicants of their holdings in a manner 
deemed appropriate by the Commission. As in the Electric Energy, Inc., case, 
the applicants here are willing for us to retain jurisdiction over the question of 
whether the acquisition and retention of such interests may be definitively 
approved after the conclusion of the present national emergency. 

Under these circumstances, it is unnecessary for us at this time to pass finally 
upon the application of the statutory standards as applied to the acquisition 
of the Ohio Valley stock, and our order will permit the acquisitions, subject to an 
appropriate reservation of jurisdiction. The construction of the new facilities 
is highly desirable from the standpoint of the national interest. The determi- 
nation of any questions as to the acquisition of the Ohio Valley stock by each of 
the holding-company systems concerned can be made at the appropriate time in 
the future in the light of all applicable statutory standards. 


* See our Memorandum Opinion dated January 15, 1951, approving the creation of Electric 
Energy, Inc., and the acquisition of its stock by five sponsoring companies (Central Illinois 
Public Service Company et al., Holding Company Act Release No. 10340), and our 
Memorandum Opinion concerning the sale of $100,000,000 of First Mortgage Bonds by that 
rene: dated June 26, 1951 (Hlectric Hnergy, Inc., et al., Holding Company Act Release 

Yo. 10639). 
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We turn next to the issuance of securities by Ohio Valley and its subsidiary, 
Indiana-Kentucky. No problem is presented under Section 7 as to the issuance 
of common stock as such, and the issuance of proposed debt securities is not 
yet before us. However, although the definitive terms of the debt securities are 
not before us, the general program is presented, and we must, therefore, consider 
the common-stock issue in the light of the contemplated capital structure of the 
enterprise. Although normally we could not approve a capital structure for a 
utility company involving such a high proportion of debt, the context of this case 
presents an entirely different situation. So long as the Atomic Energy Commis- 
sion contract is in force, the interest and amortization requirements for the Ohio 
Valley debt, which is to be retired over a twenty-five-year period, will be covered. 
In the event that the contract with the Atomic Energy Commission should be 
terminated, the sponsoring companies will be obligated, under an agreement 
with Ohio Valley, to acquire all available power from Ohio Valley. The effect 
of this arrangement is that the sponsoring companies would supply Ohio Valley 
with adequate funds to meet its debt requirements. Also, in the event of can- 
cellation of the contract between Ohio Valley and the Atomic Bnergy Commis- 
sion during the earlier years of the contract, cancellation payments would be 
made by the Government to Ohio Valley. Under the circumstances, we feel that 
the capital structure is permissible and is consistent with the public interest and 
the interests of investors and consumers, and our order will permit the issuance 
of the common stock. 

The remaining question concerns the application of Service Corporation. At 
the present time the operations of Service Corporation are limited to furnish- 
ing services to American Gas and its existing subsidiaries. Service Corporation 
proposes to render engineering and other services to Ohio Valley and Indiana- 
Kentucky in connection with the construction of the generating stations and 
related facilities.° Such services will be rendered at cost, and any amounts not 
directly chargeable will be allocated on an equitable basis. It is stated that the 
methods and bases of allocation of service charges by Service Corporation, which 
have been previously approved by us, will not be changed.* Our order will 
approve the application of Service Corporation to perform the services as con- 
templated, subject to the reservation of jurisdiction to pass upon any questions 
presented under Section 13 of the Act, and the applicable Rules thereunder, with 
respect to the operations of Service Corporation. 

Fees and expenses of the proposed transactions have not yet been determined, 
and our order will reserve jurisdiction over the amounts thereof. 

Certain of the transactions are subject to approval of The Public Utilities 
Commission of Ohio, the Public Service Commission of Indiana, the Public Service 
Commission of Maryland, and the Federal Power Commission. Approvals of 
the Ohio and Maryland Commissions have already been obtained. In accord- 
ance with our usual practice, our order will be subject to the requirements of 
Rule U-24, so that, to the extent certain of the transactions require approval of 
the Indiana Commission, such transactions shall not be carried out until such 
approval has been obtained. Nothing in this opinion or in our order is to be 
construed as in any way affecting the jurisdiction of the Federal Power Commis- 
sion with respect to those aspects of the transactions subject to the jurisdiction 
of that Commission. 

An appropriate order will issue. 

By the Commission (Chairman Cook and Commissioners McEntire, Adams, and 
Rossbach), Commissioner Rowen not participating. 

[SEAL] OrvaL L. DuBors, Secretary. 


5A substantial portion of the initial engineering and construction services will be 
supplied by an independent firm of consulting engineers, not yet selected. 
* American Gas and Electric Service Corporation, 4 8. B. C. 923 (1939). 
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UNITED STATES OF AMERICA BEFORE THE SECURITIES AND EXCHANGE COMMISSION 
November 7, 1952 


In the Matter of OHRIO VALLEY ELNCTRIC CORPORATION, INDIANA- 
KENTUCKY ELECTRIC CORPORATION, AMERICAN GAS AND ELECTRIC 
COMPANY, THE CINCINNATI GAS & ELECTRIC COMPANY, KENTUCKY 
UTILITIES COMPANY, LOUISVILLE GAS AND ELECTRIC COMPANY, 
OHIO EDISON COMPANY, THE WEST PENN ELECTRIC COMPANY, 
AMERICAN GAS AND ELECTRIC SERVICE CORPORATION 


(File No. 70-2945) 
(Public Utility Holding Company Act of 1935) 
ORDER APPROVING PROPOSAL FOR FINANCING OF NEW OPERATING COMPANIES 


American Gas and Electric Company (“American Gas’’), a registered holding 
company, The Cincinnati Gas & Electric Company (“Cincinnati”), a public 
utility company and an exempt holding company, Kentucky Utilities Company 
(“Kentucky”), a public utility company and an exempt holding company, Louis- 
ville Gas and Electric Company (‘Louisville’), a public utility company and an 
exempt holding company, Ohio Edison Company (“Ohio Edison’’), a public utility 
company and a registered holding company, The West Penn Electric Company 
(“West Penn Electric’), a registered holding company, Ohio Valley Electric 
Corporation (“Ohio Valley”), Indiana-Kentucky Electric Corporation (“Indiana- 
Kentucky”), and American Gas and Electric Service Corporation (“Service 
Corporation”), a service company subsidiary of American Gas, having filed a 
joint application-declaration pursuant to Sections 6, 7, 9, 10, and 138 of the 
Public Utility Holding Company Act of 1935 (‘Act’), and Rules U-90, U-91, 
and U-100 thereunder, with repect to the issuance of new common stock by Ohio 
Valley, the acquisition of such stock by American Gas, Cincinnati, Kentucky, 
Louisville, Ohio Edison, and West Penn Electric, the issuance of common stock 
by Indiana-Kentucky and its acquisition by Ohio Valley, and the extension to 
Ohio Valley and Indiana-Kentucky of certain services rendered by Service Cor- 
poration; and 

A public hearing having been held after appropriate notice, at which appli- 
cants-declarants and all interested persons were afforded an opportunity to be 
heard; 

The Commision having this day filed its Findings and Opinion herein, in which 
the proposed transactions are more fully set forth, and the Commission having 
found and determned that the proposed transactions should be permitted at this 
time, subject to the qualifications set forth in said Findings and Opinion and to 
the reservation of jurisdiction hereinafter set forth: 

IT IS ORDERED that the joint application-declaration pursuant to Sections 6, 
7, 9, 10, and 13 of the Act be, and it is hereby granted and permitted to become 
effective, subject to the conditions contained in Rule U-24, and subject to the 
following additional conditions and reservations of jurisdiction : 

(a) That this Order and the Findings supporting it are made in the light 
of the present urgent problems of national defense which gave rise to the 
application-declaration; that the Commission therefore reserves jurisdiction to 
reopen these proceedings upon notice to the applicants-declarants and to re- 
examine its Findings under Section 10 when in its opinion such reexamination 
shall be appropriate ; and that this Order is without prejudice to any order which 
may be entered upon such reexamination ; 

(b) That upon the giving of such notice the applicants-declarants shall amend 
their joint application-declaration so as to bring before the Commission the facts 
as they then exist; that in such reopened proceedings the applicants-declarants 
shall not make any argument to the effect that the Commission, by making Find- 
ings in the present setting of urgent demands of national defense, has decided 
the issues under Section 10 which may be presented in the reopened proceedings, 
but will nevertheless be free to present evidence and to make arguments with 
respect to the facts as they then exist; and that if the Commission after such 
further proceedings shall order any one or more of the applicants-declarants to 
dispose of its or their stock of Ohio Valley or Indiana-Kentucky, such appli- 
cant-declarant or applicants-declarants will proceed forthwith to take such 
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steps as may be appropriate to dispose of its or their holdings of common stock 
of Ohio Valley or Indiana-Kentucky within such time and in such manner as 
shall be provided in the final order of the Commission, without prejudice to its 
or their right to seek review of such order. 

(c) Jurisdiction is reserved to pass upon the definitive terms of debt securities 
proposed to be issued by Ohio Valley and by Indiana-Kentucky, and to consider 
any other appropriate matters in connection with such issuances ; 

(d) Jurisdiction is reserved to pass upon all fees and expenses, including legal 
fees, in connection with the proposed transactions ; 

(e) Continuing jurisdiction is reserved to pass upon any questions presented 
under Section 138 of the Act, and the applicable Rules thereunder, with respect 
to the operations of Service Corporation. 

By the Commission. 

[SEAL] OrvaL L. DuBots, Secretary. 


JUNE 21, 1954. 
Hon. Ratpo H. DEMMLER, 
Chairman, Securities and Exchange Commission, 
Washington, D. C. 

Dear Mr. DEMMLER: As I indicated to you in our telephone conversation today, 
the Joint Committee on Atomic Energy, of which I am a member, has been hold- 
ing hearings on pending atomic-energy legislation. On Thursday and Friday 
of last week, the committee examined rather extensively the authority of the 
Atomic Energy Commission to enter into long-term contracts for electrical- 
utility services, with particular reference to a new proposal made by Middle 
South Utilities, Inc., and the Southern Co., known as the Dixon-Yates proposal. 

The General Manager of the Atomic Energy Commission advised our com- 
mittee on Thursday that the President, through the Bureau of the Budget, had 
directed the Commission to proceed with negotiations for the making of a con- 
tract with the Dixon-Yates group. As you may know, I seriously question the 
legality and propriety of a directive to the Atomic Energy Commission to enter 
into such a contract against the better judgment of a majority of the Commis- 
sion and without a clear mandate in the Atomic Energy Act. 

I question further the legality and propriety of this directive in view of the 
fact that the subject companies, both holding companies within the purview of 
the Public Utility Holding Company Act of 1985, have not obtained approval 
from the Securities and Exchange Commission for the proposed arrangement, 
which apparently involves the formation of a new operating company, acquisition 
of stock interests therein by the sponsoring companies, and the flotation of 
bond and security issues. 

The Securities and Exchange Commission on 2 previous occasions had before 
it proposals by 2 groups of utility companies to furnish utility services to the 
Atomic Energy Commission under long-term contracts through the instrumen- 
tality of new corporations known as Electrical Energy, Inc., and Ohio Valley 
Electric Corp. The written opinions of the Securities and Exchange Commis- 
sion relative to these previous arrangements (Holding Company Act of 1935, 
Release No. 10340, File No. 70-2540, Jan. 15, 1951; Release No. 11578, File No. 
70-2945, Nov. 7, 1952), which you furnished at my request, reveal that your 
agency gave conditional approval on the grounds that the facilities to be con- 
structed were urgently needed for the national defense and that therefore a 
liberal interpretation of the applicable provisions of the Holding Company Act 
was justified. The Securities and Exchange Commission reserved jurisdiction 
to reexamine the applications at a more appropriate time. 

Thus the memorandum opinion of your agency with reference to Electric 
Energy, Inc., noted that the application by the sponsoring companies was unique 
in the history of the act; that speed was essential; and therefore that no hear- 
ings were held and no formal record created other than the data contained in 
the application itself, as a basis for interim approval. 

In the case of Ohio Valley Electric Corp., the findings and opinion of the 
Securities and Exchange Commission indicate that a 1-day hearing was held 
after the signing of a definitive contract between the Atomic Energy Commis- 
sion and Ohio Valley, and that interim approval was given after representatives 
of the sponsoring companies urged prompt action in the interests of national 
defense. 
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Whatever the extent of documentation adduced to support the national-defense 
argument in the two previous contracts, your attention is called to the fact that 
the pending Dixon-Yates proposal cannot properly rely upon such an argument. 
The Atomic Energy Commission already has a firm contract with the Tennessee 
Valiey Authority to supply its electrical-energy requirements at the Paducah, 
Ky., installation. The proposed site of the Dixon-Yates plant at West Memphis, 
Ark., is several hundred miles from the nearest atomic-energy installation. The 
additional power supply proposed to be created would not serve directly any 
atomic-energy project but would be utilized for the commercial, industrial, and 
domestic needs of the Memphis area. 

The Dixon-Yates proposal contemplates that the new corporation would enter 
into a 25-year contract with the Atomic Energy Commission as the nominal 
purchaser of the electrical energy, which would be delivered to the Tennessee 
Valley Authority for use in supplying the area named above. In other words, 
this device would make the Atomic Energy Commission a “power broker” involv- 
ing it in transactions for utility services not necessary for its own program, and 
in my opinion, not authorized by the Atomic Energy Act. 

I take this opportunity to urge the Securities and Exchange Commission to 
hold full hearings on those aspects of the Dixon-Yates proposal which are perti- 
nent to its jurisdiction, in order to determine whether the public interest is 
adequately protected according to the terms of the Holding Company Act. Cer- 
tainly, these combinations of holding companies, associated companies, and oper- 
ating subsidiaries raise important questions under that act. In this connection, 
I note that Middle South Utilities, Inc., one of the parties in the Dixon-Yates 
proposal, also is a sponsoring company in Electrical Energy, Inc. 

Also, I wish to be advised whether Middle South Utilities, Inc., and the South- 
ern Co. presently are involved in proceedings under the “death sentence” clause 
of the Holding Company Act. With reference to the two previous contracts upon 
which the Commission reserved jurisdiction, has the Commission made any re- 
examination of the issues involved, and if not, does the Commission intend to 
make such reexamination? 

Sincerely yours, 
CHET HOLIFIELD, 
Member of Congress. 


P. S.—In view of the public interest in this matter, I am releasing this letter 
to the press, Tuesday, June 22, 1954. 


SECURITIES AND ExcHANGE CoMMISSION, 
Washington, D. C., June 23, 1954. 
Congressman CHET HOviFIetp, 
Congress of the United States, 
House of Representatives, Washington, D. C. 


Dear Srr: Thank you for your letter of June 21, 1954, in connection with 
certain proposals described before the Joint Committee on Atomic Energy con- 
cerning Middle South Utilities, Inc., and the Southern Co. 

You refer to Electric Bnergy, Inc., Holding Company Act Release No. 10340 
(Jan. 15, 1951), and Ohio Valley Electric Corp., Holding Company Act Release 
No. 11578 (Nov. 7, 1952). In each case the Commission approved the acqui- 
sition of the common stock of a new generating company by various holding and 
public-utility companies without determining which of the acquiring companies 
would ultimately be entitled, under the standards of section 10 of the Public 
Utility Holding Company Act of 1935, to retain permanently an interest in the 
common stock of the generating company. In each instance, the Commission 
reserved jurisdiction to reopen the proceedings upon notice to the various appli- 
cants for the purpose of reexamining its findings under section 10 of the act when, 
in the Commission’s opinion, such reexamination would be appropriate. In 
neither case has the Commission reopened the proceedings to reexamine the issues 
under section 10. 

Neither Middle South Utilities, Inc., nor the Southern Co. is involved in proceed- 
ings under the “death sentence” clause (sec. 11 (b) (2)) of the Public Utility 
Holding Company Act of 1935. 

No filings have yet been made with this Commission by either Middle South 
Utilities, Inc., or the Southern Co. with respect to any of the proposals mentioned 
in your letter. 

Sincerely yours, 
Rates H. DeEMMLER, Chairman. 
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JUNE 28, 1954. 
Hon. RatPpH H. DEMMLER, 
Chairman, Securities and Exchange Commission, 
Washington, D. C. 

DEAR MR. DEMMLER: Thanks for your pompt reply to my letter of June 21 con- 
cerning the proposed utility contract between the Atomic Energy Commission 
and the Dixon-Yates group. 

If and when Middle South Utilities, Inc., and the Southern Co. file any appli- 
cation, statement, or other document with the Securities and Exchange Com- 
mission relative to the above proposal, will you kindly so inform me and also 
state what action, by that of hearings or otherwise, your Commission intends to 
take in the matter. 

Sincreley yours, 
CHET HOLIFIELD, 
Member of Congress. 


SECURITIES AND ExCHANGE COMMISSION, 
Washington, D. C., June 30, 1954. 
Hon, Cuet HOULIFIELD, 
House of Representatives, 
Washington, D. C. 

DeArR Mr. HOLIFIeELD: Our records have been noted to inform you if applica- 
tions referred to in your letter of June 28 are filed by Middle South Utilities, Inc., 
and the Southern Co., and of any subsequent Commission action relating thereto. 

Sincerely yours, 
RALPH H. DEMMLER, Chairman. 


(Thereupon, at 4:45 p. m., Friday, June 18, 1954, the joint commit- 
tee recessed subject to the call of the Chair.) 
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